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Title  6— Economic  Stabilization 

CHAPTER  VII — COUNCIL  ON  WAGE 
AND  PRICE  STABILITY 

ORGANIZATION,  LOCATION  OF  OF- 
FICES  AND  CONFIDENTIAL  INFOR¬ 
MATION 

Correction  and  Clarification  of 
Regulations 

AGENCY:  Council  on  Wage  and  Price 
Stability. 

ACTION:  Pinal  rule. 

SUMMARY:  These  amendments 

update  Parts  701  through  704  of  the 
regulations  of  the  Council  on  Wage 
and  Price  Stability,  in  order  to  reflect 
changes  in  its  organization  and  the  lo¬ 
cation  of  its  offices,  and  to  clarify  pro¬ 
cedures  relating  to  confidential  infor¬ 
mation. 

EFFECTIVE  DATE:  January  25,  1979. 

FOR  FURTHER  INFORMATION 
CONTACT: 

Roy  Nierenberg,  Assistant  General 
Counsel,  Council  on  Wage  and  Price 
Stability,  Room  5020,  726  Jackson 
Place  NW„  Washington,  D.C.  20506, 
202-456-6210. 

SUPPLEMENTARY  INFORMATION: 
The  Council’s  regulations  were  adopt¬ 
ed  in  1975,  and  do  not,  therefore,  re¬ 
flect  recent  changes  in  the  Council’s 
organization  and  location.  The  amend¬ 
ments  incorporate  these  changes  and 
also  clarify  existing  procedures  relat¬ 
ing  to  the  submission  and  treatment  of 
confidential  information.  It  should  be 
noted  that  the  Council  on  Wage  and 
Price  Stability  Act.  12  U.S.C.  1904 
note,  provides  strong  protection  for 
confidential  data  submitted  to  the 
Council,  which  protection  is  reflected 
in  the  regulations  issued  today.  If  data 
is  confidential,  it  cannot  be  released 
by  the  Council  pursuant  to  a  Freedom 
of  Information  Act  request  or  other 
legal  process,  and  is  protected  from 
disclosure  to  other  Federal  agencies. 
Moreover,  the  regulations  issued  today 
contain  a  new  procedure  at  §  704.4(c), 
which  permits  a  person  to  submit  in¬ 
formation  conditionally,  subject  to  a 
determination  by  the  Council  that  it 
can  be  treated  as  confidential.  If  the 
Council  determines  that  the  informa¬ 
tion  cannot  be  so  treated,  it  will  be  re¬ 
turned. 

Since  the  amendments  are  procedur¬ 
al,  they  are  effective  immediately, 
without  providing  for  an  initial  com¬ 
ment  period  or  waiting  the  customary 
30  days.  The  Council  will,  however, 
accept  comments  on  the  amendments, 
which  may  be  submitted  to  the  Gener¬ 
al  Counsel  at  the  address  given  above. 
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and  which  should  be  received  by  Feb¬ 
ruary  16,  1979. 

The  provisions  of  Parts  701  through 
704  are  promulgated  under  the  Coun¬ 
cil  on  Wage  and  Price  Stability  Act, 
Pub.  L.  93-387,  as  amended  (12  U.S.C. 
1904  note). 

In  accordance  with  the  foregoing. 
Parts  701  through  704  of  Title  6  of  the 
Code  of  Federal  Regulations  are 
amended  to  read  as  follows. 

Issued  in  Washington,  D.C.,  January 
19.  1979. 

Barry  Bosworth, 
Director. 

PART  701  — ORGANIZATION 

Sec. 

701.1  Purpose. 

701.2  Status. 

701.3  Membership. 

701.4  Staff. 

701.5  Offices  and  hours. 

701.6  Functions  of  the  Council. 

701.7  Standards  of  conduct. 

701.8  Divisions. 

Authority:  Council  on  Wage  and  Price 
Stability  Act,  Pub.  L.  93-387,  as  amended 
(12  UAC.  1904  note). 

§  701.1  Purpose. 

This  part  is  intended  to  provide  a 
general  description  of  the  organization 
of  the  Council  on  Wage  and  Price  Star 
bility  (the  Council).  More  detailed  in¬ 
formation  can  be  obtained  from  the 
Assistant  Director  for  Public  Informa¬ 
tion  at  the  Council’s  offices. 

§  701.2  Status. 

Pursuant  to  the  Council  on  Wage 
and  Price  Stability  Act  of  1974,  12 
U.S.C.  1904  note,  as  amended,  the 
Council  was  established  as  an  agency 
within  the  Executive  Office  of  the 
President. 

§  701.3.  Membership. 

The  Council  consists  of  eight  mem¬ 
bers  and  four  adviser-members,  all  of 
whom  are  appointed  by  the  President. 
The  Chairman  of  the  Council  is  desig¬ 
nated  by  the  President. 

§701.4  StafT. 

The  staff  of  the  Council  is  headed 
by  a  Director,  appointed  by  the  Presi¬ 
dent  with  the  advice  and  consent  of 
the  Senate. 

§  701.5  Offices  and  hours. 

(a)  The  offices  of  the  Council  are  at 
the  New  Executive  Office  Building, 
Room  4025,  726  Jackson  Place,  N.W., 
Washington,  D.C.  20506. 

(b)  Business  hours  are  from  9:00  a.m. 
to  5:30  p.m.,  Monday  through  Friday, 
except  Federal  holidays.  Where  any 
provision  of  this  chapter  refers  to  a 
period  of  days,  such  period  includes 
only  business  days,  except  where  oth¬ 
erwise  specified.  Where  any  period 
lapses  on  a  day  other  than  a  business 


day,  such  period  shall  be  extended 
through  the  next  following  business 
day. 

§  701.6  Function  of  the  Council. 

(a)  The  principal  function  of  the 
Council,  pursuant  to  the  Council  on 
Wage  and  Price  Stability  Act,  is  to  en¬ 
courage  restraint  in  wage,  price  and 
other  activities  that  might  have  an  in¬ 
flationary  effect  upon  the  nation’s 
economy.  The  Council  serves  this 
function  by  (1)  monitoring  wage,  price 
and  other  activity  within  the  private 
sector  of  the  economy,  (2)  reviewing 
programs  and  policies  of  the  various 
Federal  departments  and  agencies  to 
analyze  their  inflationary  impact  upon 
the  economy,  (3)  working  with  repre¬ 
sentatives  of  labor  and  management  in 
various  sectors  of  the  economy  to  en¬ 
courage  restraint  in  their  wage,  price 
and  other  activity,  and  (4)  holding 
hearings  and  otherwise  collecting  data 
related  to  the  economy.  The  Council 
does  not,  however,  have  the  authority 
to  impose  mandatory  economic  con¬ 
trols  with  respect  to  wages,  prices  or 
similar  transfers. 

(b)  In  addition,  by  Executive  Order 
No.  12092  (November  1.  1978).  the 
President  authorized  the  Council  to 
develop  standards  Implementing  the 
voluntary  program  of  wage  and  price 
restraint  which  the  President  initiat¬ 
ed.  These  standards  are  set  out  in  an 
Appendix  to  Part  705  of  this  chapter, 
with  related  procedures  at  Part  706. 

§  701.7  Standards  of  conduct. 

The  standards  of  conduct  of  the 
Council  staff  are  those  applicable  to 
the  Office  of  the  President,  3  CFR 
Part  100. 

§  701.8  Divisions. 

(a)  Office  of  the  Chairman.  The 
Chairman  of  the  Council  establishes 
the  basic  policy  direction  to  be  pur¬ 
sued  by  the  Council,  and  participates 
in  the  various  advisory  groups  within 
the  Office  of  the  President. 

(b)  Office  of  the  Director.  This  office 
consists  of  the  Director,  and  a  Deputy 
Director.  It  provides  overall  coordina¬ 
tion  of  the  Council's  activities  and  di¬ 
rects  the  implementation  of  those  ac¬ 
tivities  and  responsibilities  assigned  to 
the  staff  by  the  Council. 

(c)  Office  of  Planning,  Policy  and 
Evaluation.  This  office,  which  is 
headed  by  an  Assistant  Director,  inves¬ 
tigates  and  develops  policy  options  to 
combat  inflation  in  various  sectors  of 
the  economy;  provides  broad  policy  co¬ 
ordination  for  the  Council's  program 
activities;  develops  and  presents  de¬ 
tailed  strategies  for  dealing  with  spe¬ 
cific  sectoral  problems;  maintains  liai¬ 
son  with  the  Executive  Office  of  the 
President  and  other  government  agen¬ 
cies  to  facilitate  implementation  of 
anti-inflation  policy  measures,  and  un- 
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dertakes  and  coordinates  program 
evaluations. 

(d)  Office  of  Legislative/Congres¬ 
sional  Affairs.  This  office,  which  is 
headed  by  an  Assistant  Director,  main¬ 
tains  relations  with  House  and  Senate 
Committees  interested  in  the  Council; 
processes  congressional  requests  for 
information;  develops  and  coordinates 
legislative  proposals  originated  by  the 
Council;  and  advises  the  Council  on 
policy  matters  related  to  Congress. 

(e)  Office  of  Administration  and 
Management  This  office,  which  is 
headed  by  an  Assistant  Director,  pro¬ 
vides  administrative  support  in  the 
areas  of  budget  preparation,  personnel 
management,  contracting,  and  admin¬ 
istrative  services.  It  also  ensures  a  co¬ 
ordination  of  management  and  other 
policy  issues  among  the  program  of¬ 
fices. 

(f)  Office  of  Government  Programs 
&  Regulations.  This  office,  which  is 
headed  by  an  Assistant  Director,  de¬ 
velops  and  recommends  policies  for 
mitigating  the  potential  inflationary 
effects  of  Federal  activities.  The  office 
participates  in  regulatory  proceedings, 
and  comments  on  proposed  regula¬ 
tions,  in  order  to  encourage  Federal 
agencies  to  analyze  the  cost-effective¬ 
ness  of  their  initiatives. 

(g)  Office  of  Price  Monitoring.  This 
office,  which  is  headed  by  an  Assistant 
Director,  is  responsible  for  the  overall 
monitoring  of  price  data  and  analysis 
of  trends,  and  identifying  particular 
sources  of  inflationary  pressure;  for 
determining  whether  or  not  specific 
companies  are  in  compliance  with  the 
price  standards  set  forth  in  Subparts 
705A  and  705C;  and  for  undertaking 
studies  and  providing  reports  for  the 
Congress  with  respect  to  inflation 
trends. 

(h)  Office  of  Pay  Monitoring.  This 
office,  which  is  headed  by  an  Assistant 
Director  provides  analytical  support  to 
senior  government  officials;  identifies 
wage  negotiations  for  special  atten¬ 
tion;  responds  to  technical  inquiries  as 
to  whether  specific  unions  and/or 
firms  are  in  compliance  with  the  pay 
standard  set  forth  in  Subpart  705B; 
and  analyzes  overall  trends  in  wages 
,and  compensation,  in  order  to  identify 
sources  of  particular  inflationary  pres¬ 
sures. 

(i)  Office  of  Public  Information. 
This  office,  which  is  headed  by  an  As¬ 
sistant  Director,  carries  out  activities 
in  the  area  of  media  relations  and 
other  public  information  services.  It  is 
also  responsible  for  editing  and  dis¬ 
tributing  publications  and  reports  of 
the  Council. 

(j)  Office  of  the  General  Counsel 
This  office,  headed  by  a  General 
Counsel,  provides  broad  legal  support 
for  the  Chairman,  the  Director,  and 
program  offices  in  the  implementation 
of  the  Council’s  programs.  It  reviews 


requests  for  information,  coordinates 
the  issuance  of  regulations  and  inter¬ 
pretive  material,  and  advises  on  ad¬ 
ministration  of  the  Pay  and  Price 
Standards  in  order  to  insure  substan¬ 
tive  consistency  and  procedural  due 
process. 


PART  702— PUBLIC  ACCESS  TO 
RECORDS 

.Subpart  A — General 

Sec. 

702.1  Purpose. 

702.2  Waiver. 

702.3  Authority. 

Subpart  B — Confidential  Records 

702.4  Request  for  confidential  treatment. 

702.5  Confidential  records. 

702.6  Confidentiality  determination. 

Subpart  C — Request  for  Disdoture  of  Records 

702.7  Written  requests. 

702.8  Notice  of  request. 

702.9  Initial  decision. 

702.10  Notice  of  initial  decision. 

702.11  Preservation  of  requests  and  no¬ 
tices. 

Subpart  0 — Appeals 

702.12  Written  appeal. 

702.13  Additional  information. 

702.14  Appellate  decision. 

702.15  Notice  of  appellate  decision. 

Subpart  E — Access  to  Records;  Fees 

702.16  Access. 

702.17  Pees. 

702.18  Prior  approval  or  advanced  deposit 
of  fees. 

702.19  Payment  of  fees. 

Authority;  Council  on  Wage  and  Price 
Stability  Act,  Pub.  L.  93-387.  as  amended 
(12  U.S.C.  1904  note). 

Subpart  A — General 

§  702.1  Purpose. 

The  Freedom  of  Information  Act,  5 
U.S.C.  Section  552,  which  is  applicable 
to  the  Council,  requires  the  public  dis¬ 
closure  of  records  held  by  the  Council, 
with  the  exception  of  specific  catego¬ 
ries  of  confidential  records  described 
in  that  Act.  This  Part  establishes  the 
Council’s  procedures  for  providing 
public  access  to  Council  records  and 
for  determining  the  confidential  treat¬ 
ment  of  specific  records  submitted  to 
it.  This  Part  authorizes  the  General 
Counsel,  subject  to  review  by  the  Di¬ 
rector  of  the  Council,  to  receive  and 
act  upon  requests  for  the  disclosure  of 
records. 

§702.2  Waiver. 

Whenever  a  waiver  of  any  of  the 
procedures  set  forth  in  this  Part  would 
further  the  purposes  of  the  Freedom 
of  Information  Act  by  causing  the 
public  disclosure  of  nonconfidential 
records  within  the  time  period  re¬ 


quired  by  that  Act,  the  Director  of 
General  Counsel  may,  in  the  context 
of  individual  requests  for  records, 
waive  any  of  the  procedural  require¬ 
ments  of  this  Part. 

§  702.3  Authority. 

The  provisions  of  this  part  are  pro¬ 
mulgated  pursuant  to  the  requirement 
in  the  Freedom  of  Information  Act,  5 
U.S.C.  Section  552,  and  of  18  U.S.C. 
Section  1905,  both  of  which  statutory 
provisions  are  made  expressly  applica¬ 
ble  to  the  Council  by  Section  4  of  the 
Council  on  Wage  and  Price  Stability 
Act.  as  amended. 

Subpart  B— Confidential  Records 

§  702.4  Request  for  confidential  treatment. 

(a)  Any  person  requesting  the  confi¬ 
dential  treatment,  pursuant  to  5 
U.S.C.  Section  552(b)  and  to  18  U.S.C. 
Section  1905,  of  records  submitted  by 
that  person  to  the  Council  shall  make 
that  request  in  writing  to  the  Council. 
Such  a  written  request  shall  accompa¬ 
ny  the  records  for  which  confidential 
treatment  is  requested  and  shall  spe¬ 
cifically  identify  the  portions  of  the 
submitted  records  for  which  confiden¬ 
tial  treatment  is  requested. 

(b)  To  the  extent  possible,  records 
for  which  confidential  treatment  is  re¬ 
quested  shall  be  separately  bound  or 
otherwise  segregated  from  any  accom¬ 
panying  material  submitted  without  a 
request  for  confidentiality. 

§  702.5  Confidential  records. 

The  following  kinds  of  records, 
exempt  from  the  public  availability  re¬ 
quirements  of  5  U.S.C.  Section  552, 
may  be  provided  confidential  treat¬ 
ment  by  the  Council,  pursuant  to  a  re¬ 
quest  made  as  set  forth  in  §  702.1; 

(a)  Records  specifically  required  by 
Executive  order  to  be  kept  secret  in 
the  interest  of  the  national  defense  or 
foreign  policy; 

(b)  Records  related  solely  to  the  in¬ 
ternal  personnel  rules  and  practices  of 
the  Council; 

(c)  Records  specifically  exempted 
from  disclosure  by  statute,  including 
information  defined  in  section  4(f)(1) 
of  the  Council  on  Wage  and  Price  Sta¬ 
bility  Act,  as  amended,  and  as  further 
defined  in  §  704.4(a)  of  this  chapter; 

(d)  Trade  secrets  and  commercial  or 
financial  information  obtained  from  a 
person  and  privileged  or  confidential. 
This  exemption  includes,  without  limi¬ 
tation,  data  about  the  amount  of 
sources  of  income,  profits,  losses,  costs 
or  expenditures;  inventory  lists;  cus¬ 
tomer  lists;  manufacturing  processes 
and  other  trade  secrets;  in  each  case  to 
the  extent  that  such  information  is 
not  in  fact  published  or  otherwise 
made  available  on  a  nonconfidential 
basis; 
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•(e)  Inter-agency  or  Intra-agency 
memorandums  or  letters  which  would 
not  be  available  by  law  to  a  party 
other  than  an  agency  in  litigation  with 
the  Council.  The  exemption  includes, 
without  limitation,  minutes  and  other 
records  of  the  deliberations  of  the 
Council  members  and  staff,  intra-  and 
inter-agency  reports,  memorandums, 
letters,  work  papers,  and  staff  papers, 
except  to  the  extent  that  such  docu¬ 
ments  have  been  publicly  released  by 
the  Council.  To  the  extent  that  their 
premature  release  would  be  contrary 
to  the  public  interest,  such  documents 
to  be  made  public  are  included  within 
this  exemption  until  their  public  re¬ 
lease  by  the  Council; 

(f)  Personnel  and  medical  files  and 
similar  files  the  disclosure  of  which 
would  constitute  a  clearly  unwarrant¬ 
ed  invasion  of  personal  privacy.  The 
exemption  includes,  without  limita¬ 
tion,  the  personnel  records  of  the 
Council,  files  containing  reports,  rec¬ 
ords  or  other  material  pertaining  to 
individual  cases  in  which  disciplinary 
or  other  administrative  action  has 
been  or  may  be  taken,  including  rec¬ 
ords  of  proceedings  pertaining  to  the 
conduct  or  performance  of  duties  by 
Council  personnel; 

(g)  Investigatory  files  compiled  for 
law  enforcement  purposes  except  to 
the  extent  available  by  law  to  a  party 
other  than  an  agency; 

(h)  Records  contained  in  or  related 
to  examination,  operating,  or  condi¬ 
tion  reports  prepared  by,  on  behalf  of, 
or  for  the  use  of  an  agency  responsible 
for  the  regulation  or  supervision  of  fi¬ 
nancial  institutions;  or 

(i)  Geological  and  geophysical  infor¬ 
mation  and  data,  including  maps,  con¬ 
cerning  wells. 

§  702.6  Confidentiality  determination. 

Where  a  request  for  the  confidential 
treatment  of  records  submitted  to  the 
Council  has  been  made,  the  General 
Counsel  may,  within  a  reasonable 
time,  make  such  determination,  and 
notify  the  party  making  that  request 
of  whether  those  records  are  confiden¬ 
ts. 

Subpart  C — Requests  for  Disclosure  of 
Records 

5  702.7  Written  requests. 

(a)  Any  request  for  records  held  by 
the  Council  shall  be  made  in  writing 
and  addressed  to  the  General  Counsel, 
at  the  Council’s  offices.  Room  5020. 

(b)  Any  request  for  records  from  the 
Council  shall  describe  and  identify,  in 
reasonable  detail,  the  particular  doc¬ 
uments  or  the  type  of  records  re¬ 
quested. 

(c)  Such  a  written  request  shall  also 
estimate,  pursuant  to  the  fee  schedule 
set  forth  in  Subpart  E,  the  maximum 
fee  that  the  party  making  the  request 


would  be  willing  to  pay  for  the  search 
and  duplication  of  the  requested  rec¬ 
ords,  without  further  approval. 

$  702.8  Notice  of  request 

Whenever  a  request  shall  be  made 
for  the  disclosure  of  records  that  the 
General  Counsel  has  previously  con¬ 
cluded,  pursuant  to  §  702.6  to  be  confi¬ 
dential,  notice  shall  be  given  to  the 
party  who  has  submitted  those  records 
that  their  disclosure  has  been  re¬ 
quested. 

§  702.9  Initial  decision. 

(a)  The  General  Counsel  shall, 
within  ten  (10)  days  of  the  receipt  of 
any  written  request  for  records,  deter¬ 
mine  whether  to  grant  or  deny,  in 
whole  or  in  part,  that  request  (based 
on  any  determinations  respecting  such 
records  under  §702.6).  In  making  such 
a  determination,  the  General  Counsel 
shall  consider,  among  other  alterna¬ 
tives,  the  possibility  of  separating  con¬ 
fidential  records,  as  defined  in  Sub- 
part  B,  from  other  portions  of  any  re¬ 
quested  records,  and  disclosing  the 
nonconfidential  portions. 

(b)  In  the  event  of  an  unusual  cir¬ 
cumstance,  as  defined  in  Paragraph 
(b)  (1),  (2),  or  (3)  of  this  section,  the 
General  Counsel  may  extend,  by  no 
more  than  ten  (10)  working  days,  the 
time  within  which  he  must  make  an 
initial  decision  in  response  to  a  written 
request.  The  General  Counsel  shall 
immediately  give  written  notice  to  the 
party  making  the  request  of  any  such 
extension  of  time,  of  the  reasons  for 
such  an  extension,  and  of  the  expected 
date  of  the  initial  decision.  “Unusual 
circumstances,”  for  this  purpose,  shall 
include: 

(1)  The  need  to  search  for  and  col¬ 
lect  the  requested  records  from  estab¬ 
lishments  that  are  separate  from  the 
Council’s  office. 

(2)  The  need  to  search  for,  collect, 
and  appropriately  examine  a  volumi¬ 
nous  amount  of  separate  and  distinct 
records  which  are  demanded  in  a 
single  request. 

(3)  The  need  for  consultation,  which 
shall  be  conducted  with  all  practicable 
speed,  with  another  agency  having  a 
substantial  interest  in  the  determina¬ 
tion  of  the  request  for  records  or 
among  two  or  more  components  of  the 
Council  having  substantial  subject- 
matter  interest  therein. 

(c)  For  purposes  of  this  Section,  a 
written  request  for  records  shall  be 
deemed  “received”  when  it  has  arrived 
in  the  offices  of  the  Council  in  a  writ¬ 
ten  form  that  complies  with  the  re¬ 
quirements  of  §  702.7. 

§  702.10  Notice  of  initial  decision. 

The  General  Counsel  shall,  immedi¬ 
ately  upon  making  an  initial  decision 
about  a  request  for  records,  give  writ¬ 
ten  notice  of  that  decision  to  the 


person  making  the  request.  In  the 
event  that  that  initial  decision  is  to 
grant  a  request  in  whole  or  part,  the 
written  notice  shall  include  a  state¬ 
ment  of  that  decision,  a  brief  descrip¬ 
tion  of  the  records  to  be  made  availa¬ 
ble,  a  statement  of  the  times  and  place 
when  such  records  can  be  available  for 
inspection  or,  alternatively,  of  the  pro¬ 
cedure  for  duplication  and  delivery  (by 
mail  or  other  means)  of  the  records  to 
the  requesting  party,  and  an  itemized 
statement  of  the  total  fees  chargeable 
to  the  requesting  person,  pursuant  to 
the  fee  schedule  set  forth  in  Subpart 
E.  for  the  search  for  and  duplication 
of  the  requested  records.  In  the  event, 
on  the  other  hand,  that  the  General 
Counsel’s  initial  decision  is  to  deny  a 
request  in  whole  or  in  part,  the  writ¬ 
ten  notice  of  that  decision  shall  in¬ 
clude  a  brief  statement  of  that  deci¬ 
sion  and  of  the  reasons  therefor,  an 
identification  of  the  name  and  title  of 
the  person  making  that  decision,  and 
also  a  description  of  the  procedures, 
pursuant  to  Subpart  D,  for  an  appeal 
from  that  decision. 

§702.11  Preservation  of  requests  and  no¬ 
tices. 

The  General  Counsel  shall  preserve 
all  written  requests  for  records  and  all 
written  notices  of  his  initial  decisions 
in  response  thereto  for  at  least  one 
calendar  year. 

Subpart  D — Appeals 

§  702.12  Written  appeal. 

(a)  Any  person  who  has  made  a  writ¬ 
ten  request  for  the  disclosure  of  rec¬ 
ords,  pursuant  to  Subpart  C,  may, 
within  30  days  of  receipt  of  a  written 
notice  of  the  General  Counsel's  initial 
decision  or  after  the  General  Coun 
sel’s  failure  to  take  any  timely  action 
upon  that  request,  request  that  the 
Director  of  the  Council  review  that  dc- 
cision  or  nonaction.  Any  such  request 
for  review  should  be  made  in  writing, 
shall  be  addressed  to  the  Director,  at 
the  Council’s  offices. 

(b)  Any  written  request  for  review  of 
an  initial  decision  shall  include  a  copy 
of  the  party’s  initial  request  to  the 
General  Counsel  for  the  disclosure  of 
records,  a  copy  of  the  General  Coun¬ 
sel’s  initial  decision,  and  a  brief  state¬ 
ment  of  the  legal,  factual  or  other 
basis  for  the  party’s  objection  to  that 
initial  decision. 

§  702.13  Additional  information. 

Immediately  upon  receipt  of  a  writ¬ 
ten  appeal,  the  Director  may  request 
that  additional  information  be  submit¬ 
ted  by  the  party  appealing  or  by  the 
General  Counsel. 

§  702.14  Appellate  decision. 

(a)  The  Director  shall,  within  twenty 
(20)  days  of  the  receipt  of  any  written 
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Council,  the  special  costs  of  returning 
those  records  to  the  Council’s  offices 
for  review  will  be  added  to  the  search 
costs.  Search  costs  are  due  and  pay¬ 
able  even  if  the  record  which  was  re¬ 
quested  cannot  be  located  after  all  rea¬ 
sonable  efforts  have  been  made  or  if  it 
is  determined  that  a  requested  record 
is  confidential  and  should  be  withheld. 

(b)  The  Assistant  Director  or  Direc¬ 
tor  may  determine,  in  connection  with 
specific  requests  for  records,  that  the 
public  interest  is  best  served  by  the 
provision  of  the  requested  records  at 
no  cost  or  at  a  cost  below  the  above 
schedule  and.  in  those  specific  in¬ 
stances.  may  waive  the  above  sched¬ 
ule,  in  whole  or  in  part. 
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appeal,  determine  whether  to  grant  or 
deny  that  appeal. 

(b)  In  the  event  of  an  unusual  cir¬ 
cumstance,  as  defined  in  $  702.9(b),  the 
Director  may  extend,  by  no  more  than 
ten  (10)  days,  the  time  within  which 
he  must  make  an  appellate  decision  in 
response  to  a  written  appeal.  The  Di¬ 
rector  shall  immediately  give  written 
notice  to  the  party  making  the  request 
of  any  such  extension  of  time,  of  the 
reasons  for  such  an  extension,  and  of 
the  expected  date  of  the  appellate  de¬ 
cision. 

§  702.15  Notice  of  appellate  decision. 

The  Director  shall,  immediately 
upon  making  an  appellate  decision, 
give  written  notice  of  that  decision  to 
the  person  making  the  request.  This 
notice  shall  include  a  brief  statement 
of  the  appellate  decision  and  of  the 
reasons  therefor. 

Subpart  E — Access  for  Records;  Fees 

§702.16  Access. 

(a)  Except  as  set  forth  in  paragraph 
(b)  of  this  section  or  as  otherwise  de¬ 
termined  by  the  Assistant  Director  for 
Administration  and  Management 
(hereinafter  the  “Assistant  Director") 
or  the  Director,  requested  records  or 
duplicate  copies  thereof,  to  be  made 
available  to  any  person  shall  be  made 
available  during  regular  business 
hours  at  the  offices  of  the  Council. 

(b)  Upon  the  Assistant  Director’s  or 
the  Director’s  approval,  requested  rec¬ 
ords  or  duplicate  copies  thereof  can  be 
made  available  by  mail  to  the  person 
making  the  request. 

§702.17  Fee*. 

(a)  Fees  charged  by  the  Council  for 
the  search  for  and  duplication  of  any 
records  requested  shall  comply  with 
the  following  fee  schedule: 

(a)  Search  for  records.  $5  per  hour 
when  the  search  is  conducted  by  a 
clerical  employee.  $8  per  hour  when 
the  search  is  conducted  by  a  profes¬ 
sional  employee.  There  is  no  charge 
for  searches  of  less  than  one  hour. 

(2)  Duplication  of  records.  Records 
will  be  duplicated  at  a  rate  of  $.25  per 
page  for  all  copying  of  four  pages  or 
more.  There  is  no  charge  for  duplicat¬ 
ing  three  or  less  pages. 

(3)  Other.  When  no  specific  fee  has 
been  established  for  a  service,  the  As¬ 
sistant  Director  is  authorized  to  estab¬ 
lish  an  appropriate  fee  based  on 
“direct  costs’’  as  provided  in  the  Free¬ 
dom  of  Information  Act  and  in  accord¬ 
ance  with  Office  of  Management  and 
Budget  Circular  No.  A-25.  Examples  of 
services  covered  by  this  provision  in¬ 
clude  searches  involving  computer 
time  or  special  travel,  transportation 
or  communication  costs. 

(4)  If  records  requested  are  stored 
elsewhere  than  at  the  offices  of  the 


§  702.18  Prior  approval  or  advanced  de¬ 
posit  of  fee*. 

(a)  Where  the  search,  duplication  or 
other  fees  anticipated  to  result  from  a 
request  are  substantially  greater  than 
the  amount  estimated  in  the  written 
request,  pursuant  to  §702.7  above,  or 
in  the  absence  of  such  an  estimate 
where  the  anticipated  fees  are  greater 
than  $25,  the  person  requesting  the 
records  shall  be  immediately  notified 
of  the  estimated  fees  and  his  approval 
for  such  fees  requested.  Such  person 
shall  also  be  offered  the  opportunity 
to  reformulate  his  or  her  request  in 
order  to  reduce  the  search,  duplication 
and  other  fees  but  yet  satisfy  that  per¬ 
son’s  needs  for  records. 

(b)  Where  the  estimated  search,  du¬ 
plication  and  other  fees  would  exceed 
$25,  the  Assistant  Director  may  in  ad¬ 
dition  request  that  the  person  request¬ 
ing  records  make  an  advance  deposit 
of  the  estimated  fees. 

(c)  The  dispatch  of  any  such  request 
for  an  estimated  fee  approval  or  ad¬ 
vance  deposit  shall  suspend,  until  a 
reply  is  received  by  the  Council,  the 
period,  pursuant  to  5  U.S.C.  section 
552  and  to  §702.9,  within  which  the 
Assistant  Director  must  respond  to  a 
written  request  for  records. 

§  702.19  Payment  of  fee*. 

(a)  Fees  actually  charged  a  person 
for  the  search  and  duplication  of  rec¬ 
ords  must  be  paid  in  full  prior  to  issu¬ 
ance  to  him  or  her  of  those  records.  In 
the  event  that  that  person  is  in  ar¬ 
rears  for  previous  requests  to  the 
Council  for  records,  records  will  not  be 
provided  for  any  subsequent  requests 
until  the  arrears  have  been  paid  in 
full,  (b)  Payment  of  fees  shall  be  made 
by  a  personal  check,  postal  money 
order  or  bank  draft  drawn  on  a  bank 
in  the  United  States,  made  payable  to 
the  order  of  the  Treasurer  of  the 
United  States. 


Subpart  0 — Access  af  Other*  to  Records  About 
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703.9  Limitations  on  disclosures. 

Subpart  E — Accounting  of  tha  Disclosure  of 
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Subpart  F — Amendment  or  Correction  of 
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703.13  Request  for  amendment  or  correc¬ 
tion. 

703.14  Initial  decision. 

703.15  Written  statement  of  disagreement. 

703.16  Amendment  or  correction  of  previ 
ously  disclosed  records. 

Subpart  G — Appeals 

703.17  General. 

703.18  Appeal. 

703.19  Director’s  decision. 

Authority:  Council  on  Wage  and  Price 
Stability  Act.  Pub.  L.  93-387  as  amended  (12 
U.S.C.  1904  note). 

Subpart  A — General 

§  703.1  Purpose. 

This  part  contains  the  regulations  of 
the  Council  implementing  the  Privacy 
Act  of  1974,  5  U.S.C.  552a.  The  regula¬ 
tions  apply  to  all  records  maintained 
by  the  Council  that  are  contained  in  a 
system  of  records,  as  defined  herein, 
and  that  contain  information  about  an 
individual.  The  regulations  in  this  part 
set  forth  procedures  that  (a)  authoi 
an  individual’s  access  to  records  main¬ 
tained  about  him  (or  her),  (b)  limit  the 
access  of  other  persons  to  those  rec¬ 
ords,  and  (c)  permit  an  individual  to 
request  the  amendment  or  correction 
of  records  about  him  (or  her). 

§  703.2  Definitions. 

For  purposes  of  this  part: 

(a)  “Council”  shall  mean  the  Council 
on  Wage  and  Price  Stability; 

(b)  “Individual”  shall  mean  a  citizen 
of  the  United  States  or  an  alien  law- 
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fully  admitted  for  permanent  resi¬ 
dence; 

(c)  "Record”  shall  mean  any  item, 
collection  or  grouping  of  information 
about  an  individual  that  is  maintained 
by  the  Council,  including  but  not  lim¬ 
ited  to,  education,  financial  transac¬ 
tions,  medical  history,  and  criminal  or 
employment  history  and  that  contains 
«be  individual's  name,  identifying 
»n«muer,  symbol,  or  other  identifying 
particulars  assigned  to  the  individual, 
such  as  a  finger  or  voice  print  or  pho- 
icg;aph:  Provided,  That  such  record  is 
meiritained  in  a  system  of  records  as 
defined  herein: 

(d)  "System  of  records"  shall  mean  a 
group  of  any  records  under  the  control 
of  the  Council  from  which  informa¬ 
tion  is  retrieved  by  the  name  of  the  in¬ 
dividual  or  by  some  identifying 
i.'imber,  symbol,  or  other  identifying 
particular  assigned  to  the  individual. 

§  703.3  Fees. 

The  fee  schedule  set  forth  in  §  702.17 
of  Part  702  of  this  chapter  shall  apply 
to  the  reproduction  of  documents  for 
*ny  request  made  pursuant  to  this 
part. 

Subport  B — Annual  Notice  of  Systems 
of  Records  Maintained  by  the  Council 

§  703.4  Publication  of  notice. 

The  Council  will  publish  in  the  Fed- 
Register  an  annual  notice  de- 
•niuing  the  systems  of  records  that 
■  he  Council  maintains.  Those  notices 
shall  include  (a)  the  system  name,  (b) 
the  system  location,  (c)  the  categories 
of  individuals  covered  by  the  system, 
(d)  the  categories  of  records  in  the 
system,  (e)  the  Council’s  authority  to 
maintain  the  system,  (f)  the  routine 
uses  of  the  system,  (g)  the  Council’s 
i  filicies  and  practice  for  maintenance 
of  the  system,  (h)  the  system  man¬ 
ager,  (i)  the  procedures  for  notifica¬ 
tion,  access  to  and  correction  of  rec¬ 
ords  in  the  system,  and  (j)  the  sources 
of  information  for  the  system.  Notices 
shall  also  be  published,  as  required  by 
the  Privacy  Act  of  1974,  of  significant 
changes  in  or  additions  to  the  Coun- 
cil’s  systems  of  records. 

Subpart  C — An  Individual’s  Access  to 

Records  Maintained  About  Him  (or 

Her) 

§  703.5  Request  for  records. 

Any  individual  may  request  that  the 
Council  provide  access  to  review  and/ 
or  obtain  a  copy  of  any  record  pertain¬ 
ing  to  which  is  contained  in  any 
system  of  records  maintained  by  the 
Council.  Such  a  request  shall  be  made 
pursuant  to  the  procedures  set  forth 
in  §§  703.6  and  703.7. 


§  703.6  Contents  of  request. 

(a)  Any  request  for  access  to  records 
must  (1)  identify  the  individual 
making  the  request  by  him  full  name, 
birth  date  and  current  address  and  (2) 
reasonably  describe  the  systems  of  rec¬ 
ords  from  which  an  individual’s  rec¬ 
ords  are  requested.  Descriptions  of  the 
systems  of  records  maintained  by  the 
Council  will  be  available  pursuant  to 
§  703.4  in  a  volume,  listing  the  systems 
of  records  maintained  by  the  various 
agencies  of  the  federal  government,  to 
be  published  by  the  Office  of  the  Fed¬ 
eral  Register. 

(b)  Any  request  for  access  to  records 

may  also  notify  the  Assistant  Director 
for  Administration  and 

Management(hereinafter  the  "Assist¬ 
ant  Director”)  of  the  individual’s 
intent  to  be  accompanied  by  another 
person  of  his  choice,  when  reviewing 
records.  Such  a  statement  shall  be 
deemed  the  individual’s  consent  that 
records  about  him  (or  her)  be  dis¬ 
closed  in  the  presence  of  that  other 
person. 

§  703.7  Procedure  for  request. 

Any  individual’s  request  for  access  to 
records  pertaining  to  him  shall  be 
made  in  writing  or  in  person  to  the  As¬ 
sistant  Director  at  the  Council’s  of¬ 
fices,  Room  5235.  Any  individual 
making  such  a  request  in  person  shall 
provide  acceptable  identification  (for 
example,  a  driver’s  license,  employee 
identification  card  or  medicare  card) 
to  verify  his  identity  and  shall  com¬ 
plete  and  sign  any  reasonable  form 
that  the  Assistant  Director  might  pro¬ 
vide  as  a  record  of  the  request.  Any  in¬ 
dividual  making  such  a  request  in  writ¬ 
ing  shall  mail  or  otherwise  submit  to 
the  Assistant  Director  a  written  re¬ 
quest  that  is  accompanied  by  a  state¬ 
ment  verifying  the  identification  of 
the  requestor. 

§  703.8  Initial  decision. 

(a)  Within  10  working  days  of  the  re¬ 
ceipt  of  a  request  pursuant  to  §  703.4, 
the  Assistant  Director  shall  make  an 
Initial  Decision  whether  the  requested 
records  exist  and  whether  they  will  be 
made  available  to  the  person  request¬ 
ing  them.  That  initial  decision  shall 
immediately  be  communicated,  in  writ¬ 
ing  or  other  appropriate  form,  to  the 
person  who  has  made  the  request. 

(b)  Where  the  initial  decision  is  to 
provide  access  to  the  requested  rec¬ 
ords,  the  above  writing  or  other  appro¬ 
priate  communication  shall  (1)  briefly 
describe  the  records  to  be  made  availa¬ 
ble,  (2)  state  whether  any  records 
maintained,  in  the  system  of  records 
in  question,  about  the  individual 
making  the  request  are  not  being 
made  available,  (3)  state  that  the  re¬ 
quested  records  will  be  available 
during  business  hours  at  the  Council’s 
offices  or  alternatively  state  the  proce¬ 


dure  for  delivery  of  copies  of  the  rec¬ 
ords  by  mail  to  the  individual  making 
the  request,  and  (4)  state  whether  any 
further  verification  of  the  identity  of 
the  requesting  individual  is  necessary. 

(c)  Where  the  initial  decision  is  not 
to  provide  access  to  requested  records, 
the  Assistant  Director  shall  by  writing 
or  other  appropriate  communication 
explain  the  reason  for  that  decision. 
The  Assistant  Director  shall  only 
refuse  to  provide  an  individual  access 
to  records  about  himself  (or  herself) 
where  (1)  there  is  inadequate  verifica¬ 
tion  that  the  requesting  individual  is 
in  fact  the  person  about  whom  records 
are  maintained,  (2)  in  fact  no  such  rec¬ 
ords  are  maintained,  or  (3)  the  re¬ 
quested  records  have  been  compiled  in 
reasonable  anticipation  of  civil  or 
criminal  action  or  proceedings. 

Subpart  D — Access  of  Others  to 
Records  About  an  Individual 

§  703.0S  Limitations  on  disclosure. 

Requests  for  records  about  an  indi¬ 
vidual  made  by  persons  other  than 
that  individual  shall  also  be  directed 
to  the  Assistant  Director.  Such  records 
shall  only  be  made  available  to  per¬ 
sons  other  than  that  individual  in  the 
following  circumstances: 

(a)  To  any  person  with  the  prior 
written  consent  of  the  individual 
about  whom  the  records  are  main¬ 
tained; 

(b)  To  officers,  employees  or  con¬ 
tractors  of  the  Council  who  need  the 
records  in  the  performance  of  their 
duties  for  the  Council; 

(c)  For  a  routine  use  compatible 
with  the  purpose  for  which  it  was  col¬ 
lected; 

(d)  To  any  person  to  whom  disclo¬ 
sure  is  required  by  the  Freedom  of  In¬ 
formation  Act,  5  U.S.C.  552; 

(e)  To  the  Bureau  of  the  Census  for 
uses  pursuant  to  Title  13,  of  the 
United  States  Code; 

(f)  In  a  form  not  individually  identi¬ 
fiable,  to  a  recipient  who  has  provided 
the  Council  with  adequate  assurance 
that  the  record  will  be  used  solely  as  a 
statistical  research  or  reporting 
record;  or 

(g)  To  the  National  Archives  of  the 
United  States  or  other  appropriate 
entity  as  a  record  which  has  historical 
or  other  value  warranting  its  preserva¬ 
tion; 

(h)  In  response  to  a  written  request 
from  the  head  of  that  federal  agency, 
to  an  agency  for  a  civil  or  criminal  law 
enforcement  activity  that  is  author¬ 
ized  by  law; 

(i)  To  a  person  showing  compelling 
circumstances,  affecting  the  health  or 
safety  of  the  individual  about  whom 
records  are  maintained,  that  require 
the  disclosure  of  such  records:  Pro¬ 
vided,  That  notification  of  such  a  dis- 
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closure  is  immediately  mailed  to  the 
last  known  address  of  the  individual; 

(J)  To  either  House  of  Congress  or  to 
any  committee  thereof  with  appropri¬ 
ate  jurisdiction; 

(k)  To  the  Comptroller  General  in 
the  performance  of  the  official  duties 
of  the  General  Accounting  Office;  or 

(l)  Pursuant  to  the  order  of  a  court 
of  competent  jurisdiction. 

Subpart  E — Accounting  of  the  Disclo¬ 
sure  of  Records  About  an  Individu¬ 
al 

§  703.10  Maintenance  of  an  Accounting. 

The  Assistant  Director  of  the  Coun¬ 
cil  shall  maintain  a  record  (“Account¬ 
ing”)  of  every  instance  in  which  rec¬ 
ords  about  an  individual  are  made 
available,  pursuant  to  this  part,  to  any 
person  other  than  (a)  an  officer,  em¬ 
ployee  or  contractor  of  the  Council  in 
the  performance  of  his  duties  jot  (b) 
any  person  pursuant  to  the  Freedom 
of  Information  Act,  5  U.S.C.  552. 

§  703.1 1  Contents  of  an  Accounting. 

The  above  Accounting  shall  contain 
the  following  information: 

(a)  A  brief  description  of  records  dis¬ 
closed; 

(b)  The  date,  nature  and,  where 
known,  the  purpose  of  the  disclosure; 
and 

(c)  The  name  and  address  of  the 
person  or  agency  to  whom  the  disclo¬ 
sure  is  made. 

§  703.12  Access  to  accounting. 

Any  individual  may  request  and 
shall  be  provided  access,  pursuant  to 
the  procedures  set  forth  in  Subpart  C 
of  this  part,  to  any  Accounting  per¬ 
taining  to  records  maintained  about 
that  individual. 

Subpart  F — Amendment  or  Correction 
of  Records  About  an- Individual 

§703.13  Request  for  amendment  or  cor¬ 
rection. 

After  inspection  of  any  records 
about  an  individual,  that  individual 
may  request,  in  person  or  by  mail,  that 
the  Assistant  Director  correct  or  oth¬ 
erwise  amend  the  records  maintained 
about  him  (or  her).  Such  request  shall 
specify  the  particular  portions  of  the 
record  to  be  amended  or  corrected,  the 
desired  amendment  or  correction,  and 
the  reasons  therefor. 

§  703.14  Initial  decision. 

Within  10  working  days  of  receipt  of 
such  a  request,  the  Assistant  Director 
shall  give  the  requesting  individual 
notice,  by  mail  or  other  appropriate 
means,  of  his  decision  regarding  the 
request.  That  notice  shall  include: 
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(a)  A  statement  whether  the  request 
has  been  granted  or  denied,  in  whole 
or  in  part; 

(b)  A  quotation  or  description  of  any 
amendment  or  correction  made  to  any 
records;  and 

(c)  Where  a  request  is  denied  in 
whole  or  in  part,  an  explanation  of  the 
reason  for  that  denial,  of  the  request¬ 
ing  individual's  right  to  appeal  the  de¬ 
cision  to  the  Council’s  Director  pursu¬ 
ant  to  Subpart  G  of  this  part,  and  of 
the  individual’s  right,  pursuant  to 
§703.15,  to  file  a  written  statement  to 
accompany  the  records  in  question, 
setting  forth  the  individual’s  reasons 
why  those  records  should  have  been 
amended  or  corrected. 

§703.15  Written  statement  of  disagree¬ 
ment 

Any  individual  whose  request  for  the 
correction  or  amendment  of  a  record 
about  him  (or  her)  has  been  denied,  in 
whole  or  part,  may  file  a  Written 
Statement  of  Disagreement,  setting 
forth  the  reasons  why  the  record 
should  have  been  amended  or  correct¬ 
ed  as  requested.  That  Written  State¬ 
ment  shall  be  made  a  part  of  the 
record  and  shall  accompany  that 
record  in  any  use  of  disclosure  of  the 
record. 

§  703.16  Amendment  or  correction  of  pre¬ 
viously  disclosed  records. 

Whenever  a  record  is  amended  or 
corrected  pursuant  to  §703.13  or  a 
Written  Statement  filed  pursuant  to 
§703.15,  the  Assistant  Director  shall 
give  notice  of  that  correction,  amend¬ 
ment  or  Written  Statement  to  all  per¬ 
sons  to  whom  the  records  or  copies 
thereof  have  been  disclosed,  as  record¬ 
ed  in  the  Accounting  kept  pursuant  to 
Subpart  E  of  this  part. 

Subpart  G — Appeals 

§  703.17  General. 

Any  individual  whose  request  for 
access  to  records  or  request  for  the 
amendment  or  correction  of  records 
has  been  denied,  in  whole  or  in  part, 
by  the  Assistant  Director  may  appeal 
that  Initial  Decision  to  the  Director  of 
the  Council.  Such  an  appeal  shall  be 
made  in  accordance  with  the  proce¬ 
dures  of  this  subpart. 

§703.18  Appeal. 

An  individual  whose  request  has 
been  denied  in  whole  or  in  part  by  an 
Initial  Decision  of  the  Assistant  Direc¬ 
tor  may  appeal  that  decision  by  filing 
an  appeal,  in  writing  or  in  person,  with 
the  Director,  at  the  Council’s  offices. 
That  appeal  shall  describe  (a)  the  re¬ 
quest  initially  made  by  the  individual 
for  access  to  or  the  amendment  or  cor¬ 
rection  of  records,  (b)  the  Assistant 
Director  Initial  Decision  thereupon 
and  (c)  the 'reasons  why  that  Initial 
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Decision  should  be  Modified  by  the  Di¬ 
rector. 

§  703.19  Director’s  decision. 

Within  30  working  days  of  the  re¬ 
ceipt  of  any  appeal,  the  Director  shall 
make  a  decision,  and  give  notice  there¬ 
of  to  the  appealing  individual,  wheth¬ 
er  to  modify  the  Assistant  Director 
Initial  Decision  in  any  way.  The  Direc¬ 
tor  shall  also  notify  the  appealing  in¬ 
dividual  of  (a)  his  right  to  judicial 
review  of  the  Director’s  decision  pur¬ 
suant  to  5  U.S.C.  552a(g)(l)(A),  and  (b) 
of  his  right,  after  the  denial  of  any  re¬ 
quest  to  amend  or  correct  records,  to 
file  a  written  statement  to  accomp  <  y 
those  records,  explaining  the  indj  v .  i- 
ual’s  reasons  why,  in  his  view,  the  rec¬ 
ords  should  have  been  amended  or  cor¬ 
rected. 
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Authority:  Council  on  Wage  and  Price 
liability  Act.  Pub.  L.  93-387,  as  amended 
^'b.  L.  94-78  (12  UJ3.C.  1904.  note). 

Subpart  A — General 

5  704.1  Purpose. 

This  part  establishes  the  Council's 
procedures  (a)  for  issuing  subpoenas 
for  testimony  and  documentary  evi¬ 
dence,  (b)  for  requiring  the  submission 
of  periodic  reports,  (c)  for  receiving  in¬ 
formation  submitted  voluntarily  in  re¬ 
sponse  to  a  Council  request,  and  (d) 
for  determining  the  confidentiality  of 
information  submitted  to  the  Council, 
pursuant  to  the  Council  on  Wage  and 
Price  Stability  Act,  as  amended,  12 
U.S.C.  Section  1904  note,  and  proce¬ 
dures  for  filing  objections  and  re¬ 
quests  related  thereto.  This  Part  also 
establishes  the  Council's  procedures 
for  requesting  data  or  information 
from  other  agencies  pertaining  to  the 
economy  or  any  sector  of  the  econo¬ 
my. 

§  704.2  InveKtigational  policy. 

Prom  time  to  time,  the  Council  shall 
conduct  investigations  related  to  its  re¬ 
sponsibilities  under  the  Council  on 
Wage  and  Price  Stability  Act,  as 
amended,  to  monitor  inflationary  ac¬ 
tivities  and  potentially  inflationary  ac¬ 
tivities  in  the  public  and  private  sec¬ 
tors  of  the  economy.  In  these  investi¬ 
gations,  the  Council  will  encourage 
parties  voluntarily  to  provide  data  re¬ 
quested  by  the  Council.  Where  the 
public  interest  requires,  however,  the 
Council  may,  in  any  matter  under  in¬ 
vestigation,  invoke  any  or  all  of  the 
compulsory  processes  authorized  by 
l  he  Council  on  Wage  and  Price  Stabil- 
il  v  Act. 

§  704.3  Notification  of  purpose. 

Subpoenas  and  orders  requiring  peri¬ 
odic  reports  issued  subject  to  this  Part 
shall  notify  the  respondent  of  the  pur¬ 
pose  and  scope  of  the  Council’s  investi¬ 
gation. 

§  704.4  Confidentially  of  information. 

(a)  Product  line  or  other  such  cate¬ 
gory  information  relating  to  an  indi¬ 
vidual  firm  or  person  obtained  by  sub¬ 
poena,  or  obtained  by  order  requiring 
periodic  reports,  shall  be  considered  as 
confidential  and  exempt  from  public 
disclosure  under  section  552(b)(4)  of 
Title  5  of  the  United  States  Code,  the 
Freedom  of  Information  Act,  and  shall 
not  be  disclosed  by  the  Council. 

(b)  A  firm  or  person  submitting  in¬ 
formation  pursuant  to  a  subpoena  or 
an  order  requiring  periodic  reports 
which  he  believes  to  be  protected 
under  paragraph  (a)  shall  designate 
such  information  as  confidential.  In 
the  absence  of  such  designation,  the 
General  Council  shall  determine 
whether  the  information  is  confiden- 
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tial  pursuant  to  Section  (f)(1)  of  the 
Council  on  Wage  and  Price  Stability 
Act. 

(c)  Notwithstanding  the  provisions 
of  §  702.4,  any  person  or  firm  consider¬ 
ing  whether  to  provide  information 
for  which  protection  under  paragraph 
(a)  may  be  available,  but  who  is  uncer¬ 
tain  as  to  its  actual  availability,  may 
furnish  such  information  to  the  Coun¬ 
cil  on  a  conditional  basis,  pending  a 
decision  of  the  General  Counsel  as  to 
whether  paragraph  (a)  applies.  It 
should  be  accompanied  by  a  statement 
explaining  the  basis  of  the  confiden¬ 
tiality  of  the  data.  All  such  informa¬ 
tion  shall  be  submitted  directly  to  the 
General  Counsel,  at  the  offices  of  the 
Council,  Room  5020,  and  shall  be  la¬ 
beled  "CONDITIONAL  SUBMIS¬ 
SION/EYES  ONLY  GENERAL 
COUNSEL”.  If  the  General  Counsel 
determines  that  paragraph  (a)  does 
apply,  he  shall  so  advise  the  person  or 
firm  making  the  submission  and  au¬ 
thorize  the  Counsel  to  treat  the  infor¬ 
mation  as  having  been  submitted  to  it 
on  a  confidential  basis.  If  the  General 
Counsel  determines  that  paragraph 
(a)  does  not  apply,  he  shall  neither 
allow  any  other  person  to  examine  it 
or  reproduce  it  for  his  own  retention, 
and  shall  promptly  return  it  to  the 
person  or  firm  which  furnished  it.  In 
the  latter  case,  the  General  Counsel 
shall  record  the  type  of  information 
submitted,  and  the  dates  on  which  it 
was  furnished  and  returned. 

(d)  A  firm  or  person  voluntarily  sub¬ 
mitting  information  to  the  Council 
who  believes  that,  although  not  within 
the  provision  of  $  704.4(a),  such  infor¬ 
mation  warrants  treatment  as  confi¬ 
dential  information  under  the  Free¬ 
dom  of  Information  Act  should  specifi¬ 
cally  identify  the  records  for  which 
confidential  treatment  is  requested, 
stating  the  basis  for  the  request  pursu¬ 
ant  to  Part  702.  Information  submit¬ 
ted  voluntarily  to  the  Council  (other 
than  information  submitted  in  accord¬ 
ance  with  paragraph  (c))  and  deter¬ 
mined  to  be  confidential  under  the  cri¬ 
teria  and  procedures  in  Part  702  shall 
be  considered  as  confidential  and 
exempt  from  public  disclosure  under 
section  552(b)(4)  of  Title  5  of  the 
United  States  Code,  the  Freedom  of 
Information  Act.  and  shall  not  be  dis¬ 
closed  by  the  Council. 

(e)  Whenever  the  Council  receives  a 
request  under  the  Freedom  of  Infor¬ 
mation  Act,  Section  552  of  Title  5  of 
the  United  States  Code  or  other  provi¬ 
sion  of  law  for  the  disclosure  of  confi¬ 
dential  information  submitted  volun¬ 
tarily,  or  information  obtained  by  sub¬ 
poena  or  by  order  requiring  periodic 
reports,  notice  shall  be  given  to  the 
party  who  has  submitted  that  infor¬ 
mation. 

(f)  Nothing  stated  herein  shall  pro¬ 
hibit  the  Council  from  publishing  data 


submitted  voluntarily  or  obtained  by 
subpoena  or  by  order  requiring  period¬ 
ic  reports,  when  aggregated  in  a 
manner  that  does  not  separately  dis¬ 
close  any  data  obtained  from  an  indi¬ 
vidual  firm  or  person. 

§  704.5  Immunity  of  certain  information 
from  legal  process. 

Periodic  reports  obtained  by  the 
Council  pursuant  to  an  order  and  de¬ 
termined  to  be  in  compliance  with 
that  order,  and  information  submitted 
voluntarily  pursuant  to  a  request  and 
determined  to  be  in  accordance  with 
that  request,  and  copies  thereof  which 
are  retained  by  the  reporting  firm  or 
person,  shall  be  immune  from  legal 
process  as  provided  by  the  Council  on 
Wage  and  Price  Stability  Act. 

§  704.6  Noncompliance. 

In  cases  of  failure  to  comply  with 
any  subpoena,  order  requiring  periodic 
reports,  or  part  thereof,  the  Chairman 
or  Director  of  the  Council  or  a  duly 
authorized  representative  may  request 
the  Attorney  General  to  initiate  any 
appropriate  enforcement  proceeding 
in  a  United  States  District  Court. 

Subpart  B — Subpoenas 

§  704.7  Authority  to  issue  subpoenas. 

(a)  The  Chairman  or  the  Director  of 
the  Council  or  in  the  absence  of  both 
of  the  above  a  duly  authorized  repre¬ 
sentative  may  sign  subpoenas  issued 
by  the  Council  for  the  attendance  and 
testimony  of  witnesses  and  the  pro¬ 
duction  of  relevant  books,  papers  and 
other  documents,  relating  to  wages, 
costs,  productivity,  prices,  sales,  prof¬ 
its,  imports  and  exports  and  other  as¬ 
pects  of  business  operations,  all  by 
product  line  or  by  such  other  category 
as  the  Council  may  prescribe  for  any 
purpose  related  to  the  Council  on 
Wage  and  Price  Stability  Act. 

(b)  Subpoenas  may  be  issued  to  any 
entity  whose  gross  annual  revenues 
are  in  excess  of  $5,000,000.  For  pur¬ 
poses  of  this  Subsection,  "entity  whose 
annual  gross  revenues  are  in  excess  of 
$5,000,000”  shall  include  without  limi¬ 
tation  (1)  any  association,  company, 
corporation,  estate,  individual,  joint- 
venture,  partnership,  or  sole  propri¬ 
etorship,  charitable,  educational  or  el¬ 
eemosynary  institutions,  or  any  other 
entity  however  organized,  including 
subsidiary  or  affiliated  units  thereof, 
whose  consolidated  gross  receipts  from 
whatever  source  derived  during  the 
most  recently  completed  fiscal  year 
are  in  excess  of  $5,000,000,  and  (2)  any 
labor  union,  including  all  local  or 
other  unit  thereof,  whose  consolidated 
gross  receipts  for  the  most  recently 
completed  fiscal  year  from  member¬ 
ship  dues,  return  on  investments  or 
other  sources  are  in  excess  of 
$5,000,000. 
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§  704.8  Service  of  subpoenas. 

Service  of  subpoenas  may  be  effect¬ 
ed  as  follows: 

(a)  By  registered  or  certified  mail.  A 
-copy  of  the  subpoena  shall  be  ad¬ 
dressed  to  the  entity  to  be  served  at  its 
principal  office  or  place  of  business, 
registered  or  certified,  and  mailed.  A 
return  receipt  shall  be  requested;  or 

(b)  By  delivery.  A  copy  thereof  may 
be  (1)  delivered  to  an  individual  au¬ 
thorized,  to  accept  service  for  the 
entity  to  be  served,  or  (2)  left  at  the 
principal  office  or  place  of  business  of 
the  entity  to  be  served. 

§  704.9  Proof  of  service  of  subpoenas. 

When  service  is  by  registered  or  cer¬ 
tified  mail,  it  is  complete  upon  receipt. 
A  return  receipt  constitutes  proof  of 
service  by  mail.  When  service  is  by  de¬ 
livery,  it  is  complete  upon  delivery  to 
an  individual  authorized  to  accept 
service  or  upon  being  left  at  the  prin¬ 
cipal  office  or  place  of  business  of  the 
entity  to  be  served.  The  verified 
return  or  certificate  of  the  person 
serving  the  document  by  delivery  shall 
be  proof  of  the  service  of  the  docu¬ 
ment. 

§704.10  Satisfactory  compliance  and  ex¬ 
tension  of  time. 

(a)  Subpoenas  are  returnable  within 
twenty  (20)  days  or  such  other  period 
the  Chairman,  Director,  or  a  duly  au¬ 
thorized  representative,  determines  to 
be  warranted  under  the  circumstances 
of  a  particular  case.  If  a  return  date  of 
other  than  twenty  (20)  days  is  chosen, 
the  reasons  therefor  shall  be  ex¬ 
plained  in  the  subpoena  or  accompa¬ 
nying  letter. 

(b)  The  Director  or  his  authorized 
representative  are  each  authorized  to 
negotiate  and  approve  the  terms  of 
satisfactory  compliance  with  the  sub¬ 
poena  and.  for  good  cause  shown,  may 
extend  the  time  prescribed  for  compli¬ 
ance  with  the  subpoena. 

§704.11  Procedure  for  objections  and  re¬ 
quests. 

Any  objections  or  requests  related  to 
a  subpoena  shall  be  filed  in  triplicate 
with  the  Director  at  the  Council’s  of¬ 
fices,  within  ten  (10)  days  after  service 
of  the  subpoena,  or,  if  the  return  date 
is  less  than  ten  (10)  days  after  service 
of  the  subpoena,  at  any  time  prior  to 
the  subpoena’s  return  date.  A  timely 
filing  under  this  section  shall  stay  the 
requirement  of  a  return  on  the  portion 
of  the  subpoena  challenged  if  the  Di¬ 
rector  has  not  ruled  by  the  return 
date. 

§704.12  Contents  of  objections  and  re¬ 
quests. 

(a)  Any  filing  that  objects  to  a  sub¬ 
poena  shall  identify  those  portions  of 
the  subpoena  which  are  challenged 
and  also  those  portions  not  chal- 


RULES  AND  REGULATIONS 

lenged.  With  regard  to  the  portions 
challenged,  the  filing  shall  indicate 
the  relief  requested  and  the  reasons 
why  the  relief  should  be  granted. 

(b)  Any  filing  that  objects  to  a  sub¬ 
poena  on  the  ground  that  the  subpoe¬ 
naed  entity  is  not  an  entity  whose 
annual  gross  revenues  are  in  excess  of 
$5,000,000,  as  defined  by  §  704.7(b), 
shall  submit  documentary  proof  of  its 
annual  sales,  dues,  or  other  appropri¬ 
ate  data  from  whatever  source  derived 
during  its  most  recently  completed 
fiscal  year. 

§704.13  Director’s  decision. 

Within  twenty  (20)  working  days  of 
the  receipt  of  any  objections  or  re¬ 
quests  filed  pursuant  to  §704.11,  the 
Director  shall  make  a  decision  and 
shall  transmit  the  decision  and  the 
reasons  therefor  to  the  objecting 
party.  The  Director’s  decision  is  a 
“final  agency  action’’  within  the  mean¬ 
ing  of  5  U.S.C.,  section  704.  The  Direc¬ 
tor  shall  specify  a  new  return  date,  if 
appropriate. 

§  704.14  Investigational  hearings. 

(a)  Investigational  hearings  for  the 
purpose  of  hearing  the  testimony  of 
subpoenaed  witnesses  and  receiving 
subpoenaed  documents  and  other  data 
relative  to  any  subject  under  investiga¬ 
tion,  shall  be  presided  over  by  the 
Council,  one  or  more  of  its  members, 
or  the  Director,  or  a  duly  designated 
representative.  The  presiding  officer 
at  such  a  hearing  is  authorized  to  ad¬ 
minister  oaths  to  witnesses. 

(b)  Witnesses  subpoenaed  shall  be 
paid  the  same  fees  and  mileage  as  are 
paid  to  witnesses  in  the  Courts  of  the 
United  States. 

§704.15  Rights  of  witnesses  in  investiga¬ 
tional  hearings. 

(a)  Any  person  who  testifies  or  ap¬ 
pears  in  an  investigational  hearing 
shall  be  entitled,  on  payment  of  law¬ 
fully  prescribed  costs,  to  procure  a 
copy  of  his  own  testimony  as  tran¬ 
scribed  stenographically  or  electroni¬ 
cally. 

(b)  Any  person  who  appears  in 
person  in  an  investigational  hearing 
may  be  represented  by  counsel.  Coun¬ 
sel  shall  be  permitted  to  make  objec¬ 
tions  on  the  record  that  could  not  rea¬ 
sonably  been  raised  pursuant  to 
§  704.12,  above,  and  to  state  briefly  the 
basis  for  such  objections. 

(c)  The  Director  may  review  any  ob¬ 
jections  made  at  investigational  hear¬ 
ings.  If  he  finds  that  the  objections 
are  without  merit  and  that  the  witness 
has  failed  to  comply  fully  with  the 
subpoena,  he  shall  notify  the  party  of 
his  finding.  If  within  five  (5)  working 
days  the  party  has  not  fully  complied, 
the  Director  may  request  the  assist¬ 
ance  of  the  Attorney  General  pursu¬ 
ant  to  §  704.6. 
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Subpart  C — Periodic  Reports 

§704.16  Authority  to  require  periodic  re¬ 
ports. 

(a)  The  Chairman,  the  Director,  or 
in  the  absence  of  both  of  the  above  a 
duly  authorized  representative,  may 
sign  orders  issued  by  the  Council  to  re¬ 
quire  periodic  reports  derived  from  in¬ 
formation  maintained  in  the  ordinary 
course  of  business  relating  to  wages, 
costs,  productivity,  prices,  sales,  prof¬ 
its,  imports,  and  exports,  and  other  as¬ 
pects  of  business  operations,  all  by 
product  line  or  by  such  other  category 
the  Council  may  preset  be  for  any  pur¬ 
pose  related  to  the  Council  on  Wage 
and  Price  Stability  Act. 

(b)  A  single  report  from  a  single 
entity,  separate  single  reports  from 
two  or  more  entities,  and  multiple  re¬ 
ports  from  one  or  more  entities  are  all 
authorized  under  this  Part. 

(c)  Orders  requiring  periodic  reports 
shall  be  in  compliance  with  the  Feder¬ 
al  Reports  Act,  44  U.S.C.  Section  3501 
et  seg. 

(d)  Orders  requiring  periodic  reports 
shall  state  the  date(s)  when  the  peri¬ 
odic  reports  shall  be  submitted. 

§  704.17  Definition  of  periodic  reports. 

For  the  purpose  of  this  Part,  “peri¬ 
odic  report"  shall  mean  a  report  de¬ 
rived  from  information  maintained  in 
the  ordinary  course  of  business  relat¬ 
ing  to  wages,  costs,  productivity, 
prices,  sales,  profits,  imports  and  ex¬ 
ports,  and  other  aspects  of  business 
operations,  by  product  line  or  such 
other  category  as  the  Council  may 
prescribe,  which  report  is  sought  by 
the  Council  and  for  the  Council  relat¬ 
ing  to  any  matter  under  investigation 
by  the  Council. 

§704.18  Service  of  orders  requiring  peri¬ 
odic  reports. 

Service  of  orders  requiring  periodic 
reports  may  be  effected  as  follows: 

(a )  By  registered  or  certified  mail  A 
copy  of  the  order  shall  be  addressed  t  o 
the  entity  to  be  served  at  its  principal 
office  or  place  of  business,  registered 
or  certified,  and  mailed.  A  return  re¬ 
ceipt  shall  be  requested;  or 

(b)  By  delivery.  A  copy  thereof  may 
be  (1)  delivered  to  an  individual  au¬ 
thorized  to  accept  service  for  the 
entity  to  be  served,  or  (2)  left  at  the 
principal  office  or  place  of  business  of 
the  entity  to  be  served. 

§  704.19  Proof  of  service  of  orders  requir¬ 
ing  periodic  reports. 

When  service  is  by  registered  or  cer¬ 
tified  mail,  it  is  complete  upon  receipt. 
A  return  receipt  constitutes  proof  of 
service  by  mail.  When  service  is  by  de¬ 
livery,  it  is  complete  upon  delivery  to 
an  individual  authorized  to  accept 
service  or  upon  being  left  at  the  prin¬ 
cipal  office  or  place  of  business  of  the 
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entity  to  be  served.  The  verified 
return  or  certificate  of  the  person 
serving  the  document  by  delivery  shall 
be  proof  of  the  service  of  the  docu¬ 
ment. 

§  704.20  Statement  accompanying  periodic 
report. 

All  responses  to  an  order  requiring 
periodic  reports  shall  be  signed  by  a 
representative  authorized  to  file  the 
document,  indicating  that  he  (or  she) 
has  examined  the  statements  con¬ 
tained  in  the  submittal  or  response, 
and  that  all  such  statements  are  true 
and  correct  to  the  best  of  his  (or  her) 
knowledge,  information,  and  belief. 

§704.21  Procedure  for  objections  and  re¬ 
quests. 

Any  objections  or  requests  related  to 
an  order  requiring  periodic  reports 
shall  be  filed  in  triplicate  with  the  Di¬ 
rector  at  the  Council’s  offices,  within 
ten  (10)  days  after  service  of  the  order 
requiring  periodic  reports.  A  timely 
filing  under  this  section  shall  stay  the 
requirement  of  a  return  on  the  portion 
of  the  order  challenged  if  the  Director 
has  not  ruled  by  the  return  date. 

§  704.22  Contents  of  objections  and  re¬ 
quests. 

(a)  Any  filing  that  objects  to  an 
order  requiring  periodic  reports  shall 
identify  those  portions  which  are  chal¬ 
lenged  and  also  those  portions  not 
challenged.  With  regard  to  the  por¬ 
tions  challenged,  the  filing  shall  indi¬ 
cate  the  relief  requested  and  the  rea¬ 
sons  why  the  relief  should  be  granted. 

(b)  Any  filing  that  objects  to  an 
order  requiring  periodic  reports  on  the 
ground  that  the  order  requires  infor¬ 
mation  in  categories  not  maintained  in 
the  ordinary  course  of  business  shall 
identify  any  alternative  categories  or 
types  of  information  maintained  in 
the  ordinary  course  of  business  which 
bear  on  the  Council's  inquiry  or  shall 
demonstrate  that  such  an  identifica¬ 
tion  would  be  unreasonably  burden¬ 
some. 

§  704.23  Satisfactory  compliance  and  ex¬ 
tensions  of  time. 

(a)  The  Director  or  his  authorized 
representative  may  negotiate  and  ap¬ 
prove  the  terms  of  satisfactory  compli¬ 
ance  with  the  order  requiring  periodic 
reports.  For  good  cause  shown,  they 
may  extend  the  time  prescribed  for 
compliance. 

(b)  The  Director  may  determine  that 
any  portion  or  all  of  a  periodic  report 
which  contains  substantially  less  or 
substantially  more  information  that 
was  ordered  is  not  in  compliance  with 
that  order. 

§  704.24  Director’s  decision. 

Within  twenty  (20)  working  days  of 
the  receipt  of  any  objections  or  re¬ 


quests  filed  pursuant  to  §704.19,  the 
Director  shall  make  a  decision  and 
shall  transmit  the  decision  and  the 
reasons  therefore  to  the  objecting 
party.  The  Director’s  decision  is  -  a 
"final  agency  action’’  within  the  mean¬ 
ing  of  5  U.S.C.  Section  704.  The  Direc¬ 
tor  shall  specify  a  new  return  date,  if 
appropriate. 

Subparf  D — Data  From  Other 
Agencies 

§  704.25  Authorization  to  request  data 
from  other  agencies. 

The  Chairman  of  the  Council  has 
authorized  the  Director  to  exercise  all 
of  the  authority  vested  in  him  by  sec¬ 
tion  4(a)  of  the  Act  and  to  delegate 
any  or  all  of  these  authorities  (39  FR 
44068).  The  Director,  the  Assistant  Di¬ 
rectors  for  Price  Monitoring,  Pay 
Monitoring,  Government  Programs 
and  Regulations,  and  Planning,  Policy 
and  Evaluation,  and  their  representa¬ 
tives  are  each  authorized  to  request 
data  and  information  pertaining  to  the 
economy  or  any  sector  of  the  economy 
from  any  department  or  agency  of  the 
United  States  and  any  state  or  local 
agency  or  department,  which  collects, 
generates,  or  otherwise  prepares  or 
maintains  data  or  information. 

§704.26  Procedure  for  requests  by  the 
Council. 

(a)  Any  Council  request  for  data 
from  another  governmental  depart¬ 
ment  or  agency  shall  be  addressed  to 
the  head  of  the  agency  or  to  any  other 
appropriate  official  of  the  agency. 

(b)  The  time  and  manner  of  an  agen¬ 
cy’s  response  to  a  Council  request  for 
data  shall  be  determined  by  consulta¬ 
tion  with  the  appropriate  official  from 
that  agency. 

§  704.27  Responses  by  agencies. 

When  supplying  data  and  informa¬ 
tion  to  the  Council,  the  Federal,  state 
or  local  agency  shall  (i)  indicate 
whether  the  data  and  information  are 
confidential,  and  (ii)  specify  all  the  ap¬ 
plicable  rules  of  practice  and  proce¬ 
dure  governing  the  disclosure  of  the 
material  supplied. 

4 

§704.28  Confidentiality  of  data  obtained 
from  other  agencies. 

(a)  Upon  request  for  disclosure  for 
information  obtained  from  a  Federal, 
state  or  local  agency,  the  Council  will 
be  guided  by  section  552  of  Title  5, 
United  States  Code,  and  all  the  appli¬ 
cable  rules  of  practice  and  procedure 
of  the  agency  or  department  from 
which  the  information  was  obtained. 

(b)  If  the  agency  or  department 
from  which  the  information  was  ob¬ 
tained  has  no  rules  of  practice  and 
procedure  governing  disclosure,  the 
Council  shall  apply  its  own  rules  set 
forth  at  6  CFR,  Part  702. 


§  704.29  Compliance  with  Privacy  Act. 

Submissions  made  by  any  agency  in 
response  to  a  Counoil  request  shall  be 
made  in  compliance  with  the  Privacy 
Act.  5  U.S.C.  Section  552a. 

[FR  Doc.  79-2533  Filed  1-24-79;  8:45  am) 

[31 75-01 -M] 

PART  705— NONINFLATIONARY  PAY 
AND  PRICE  BEHAVIOR 

Modified  Price  Standard  for  Federal, 
State,  and  Local  Entities 

AGENCY:  Council  on  Wage  and  Price 
Stability. 

ACTION:  Final  Standard  for  Federal, 
State,  and  Local  Entities. 

SUMMARY:  The  Council’s  voluntary 
standard  for  noninflationary  price  be¬ 
havior  contains  modified  standards  ap¬ 
plicable  to  segments  of  the  economy 
that  would  have  special  difficulties  in 
complying  with  the  general  price 
standard.  The  Council  has  determined 
that,  in  some  instances.  Federal,  State 
and  local  entities  would  have  such  dif¬ 
ficulties  and,  accordingly,  has  adopted 
a  modified  price  standard  applicable  to 
these  entities. 

EFFECTIVE  DATE:  January  25,  1979. 

FOR  FURTHER  INFORMATION 
CONTACT: 

Sandra  Sherman,  Office  of  General 
Counsel,  Council  on  Wage  and  Price 
Stability,  726  Jackson  Place,  NW., 
Washington,  D.C.  20506,  (202)  456- 
6210. 

SUPPLEMENTARY  INFORMATION: 
On  the  basis  of  discussions  with  Feder¬ 
al,  State,  and  lccal  entities  and  other 
groups,  the  Council  has  determined 
that,  while  the  pay  standard  is  appli¬ 
cable  to  all  types  of  government  enti¬ 
ties.  the  price  standard  can  be  appro¬ 
priately  applied  only  to  those  govern¬ 
ment  entities  that  resemble  private  en¬ 
terprises  (the  U.S.  Post  Office,  port 
authorities,  etc.).  That  is,  it  would  be 
inappropriate  to  apply  the  price  stand¬ 
ard  to  a  government  entity  that  is 
funded  primarily  by  general  tax  rev¬ 
enues  rather  than  by  revenue  from 
the  sale  of  goods  and  services.  More¬ 
over,  since  the  revenues  of  government 
entities  are  usually  from  nonbusiness 
sources  (e.g.,  taxes),  they  do  not  main¬ 
tain  the  type  of  data  or  records  which 
would  permit  them  to  make  the  calcu¬ 
lations  necessary  to  determine  compli¬ 
ance  with  the  price  standard.  Accord¬ 
ingly,  the  Council  is  adopting  a  modi¬ 
fied  price  standard  for  those  entities. 

Under  this  modified  price  standard. 
Federal,  State,  and  local  enterprises 
(i.e.,  limited-purpose  entities  affiliated 
with  the  government  and  doing  busi¬ 
ness  with  the  public,  such  as  munici- 
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pal  utilities,  water  authorities,  and 
public  hospitals)  that  can  be  treated 
as  separate  compliance  units  ("compa¬ 
nies”  under  705D)  and  whose  operat¬ 
ing  revenues  equal  at  least  50%  of 
their  total  expenses,  are  expected  to 
comply  with  the  price  standard  under 
705A.  Federal,  State,  and  local  enter¬ 
prises  and  other  entities  that  are  not 
in  the  foregoing  category  are  exempt 
from  the  price  standard. 

It  should  be  noted  that  if  a  govern¬ 
ment  entity  is  subject  to  the  price 
standard,  it  may,  of  course,  comply 
with  the  profit-margin  limitation  if, 
for  either  of  the  reasons  set  forth  in 
705A-6(a)(l),  it  is  unable  to  comply 
with  the  price  deceleration  standard. 
In  meeting  the  profit-margin  limita¬ 
tion,  an  entity  may  use  the  operating- 
margin  limitation  that  is  applicable  to 
nonprofit  organizations.  The  operat¬ 
ing  margin  is  operating  surplus  divided 
by  operating  funds,  where  the  operat¬ 
ing  surplus  is  defined  as  operating 
funds  less  total  costs  and  expenses  in¬ 
cluding  wages. 

Under  this  approach,  those  entities 
of  government  that  are  separate  for 
accounting  purposes  and  are  otherwise 
operated  substantially  like  businesses, 
can  be  expected  to  have  the  records 
appropriate  to  businesses  and,  there¬ 
fore,  to  have  the  capability  of  comply¬ 
ing  with  the  price  standard.  Those 
government  enterprises  that  cannot  be 
disaggregated  from  the  nonbusiness 
operations  of  government  in  accord¬ 
ance  with  705D.  or  that  cannot  cover 
at  least  half  of  their  current  expenses 
with  operating  revenue,  as  well  as  all 
other  government  entities,  are  less 
likely  to  have  the  necessary  records, 
and  are  therefore  exempt  from  com¬ 
pliance  with  the  price  standard.  How¬ 
ever,  all  Federal,  State,  and  local  gov¬ 
ernments  and  government  entities  are 
expected  to  comply  with  the  pay 
standard. 

While  this  Standard  is  final,  the 
Council  will  consider  comments  on  it. 
Comments  should  be  sent  to  the  above 
address  by  February  16, 1979. 

(Council  on  Wage  and  Price  Stability  Act. 
Pub.  L.  93-387,  as  amended  <12  U.S.C.  1904 
note):  E.O.  12092.) 

In  consideration  of  the  foregoing, 
section  705C-4  is  added  to  the  appen¬ 
dix  to  Part  705  of  Chapter  VII,  Title  6 
of  the  Code  of  Federal  Regulations,  to 
read  as  follows. 

Issued  in  Washington.  D.C.  January 
19. 1979. 

Barry  Bosworth, 
Director,  Council  on  Wage 
and  Price  Stability. 

A  new  705C-4  is  added  to  the  appen¬ 
dix  to  Part  705  to  read  as  follows: 
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705C— Modified  Price  Standard  for 
Selected  Industries 

•  •  •  •  • 

705C-4  Federal,  State,  and  Local  Govern¬ 
ment  Enterprises  and  Other  Entities 

(a) (1)  Government  enterprises  are  expect¬ 
ed  to  comply  with  the  price  standard. 

(2)  For  purposes  of  this  standard,  a  “gov¬ 
ernment  enterprise”  is  an  entity  such  as  a 
port,  transit,  or  water  authority,  public  hos¬ 
pital,  or  municipal  utility, 

(i)  that  may.  in  accordance  with  the  defi¬ 
nition  of  "company”  in  705D.  be  disaggre¬ 
gated  from  Federal,  State,  or  local  govern¬ 
ment  entities  and  treated  as  a  separate  unit 
for  purposes  of  compliance  with  the  price 
standard,  and, 

(ii)  whose  operating  revenue  equals  at 
least  fifty  percent  (50%)  of  current  ex¬ 
penses.  including  interest  on  debt  but  not 
including  depreciation.  (Operating  revenue 
includes  subsidy  payments  from  other  gov¬ 
ernment  entities  intended  to  effectuate  a 
specific  policy  objective,  but  does  not  in¬ 
clude  transfers  from  a  government's  general 
revenues.) 

(b)  Federal,  State,  and  local  entitles  that 
are  not  government  enterprises  in  accord¬ 
ance  with  paragraph  (a)  are  exempt  from 
the  price  standard  but  are  expected  to 
comply  with  the  pay  standard. 

•  •  •  •  • 

[FR  Doc.  79-2534  Filed  1-24-79:  8:45  ami 
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PART  706 — SPECIAL  PROCEDURAL 
RULES 

Compliance  With  the  Pay  Standard 
by  federal.  State,  and  Local  Enter¬ 
prises  and  Other  Entities 

AGENCY:  Council  on  Wage  and  Price 
Stability. 

ACTION:  Final  rule. 

SUMMARY:  In  order  to  minimize  the 
reporting  burdens  on  Federal,  State 
and  local  entities,  the  Council  is  adopt¬ 
ing  modified  procedural  rules  for  com¬ 
pliance  with  the  pay  standard  by  these 
entities. 

EFFECTIVE  DATE:  January  25,  1979. 

FOR  FURTHER  INFORMATION. 
CONTACT: 

Sandra  Sherman,  Office  of  General 
Counsel.  Council  on  Wage  and  Price 
Stability.  726  Jackson  Place,  N.W., 
Washington.  D.C.  20506,  (202)  456- 
6210. 

SUPPLEMENTARY  INFORMATION: 
On  the  basis  of  discussions  with  Feder¬ 
al,  State,  and  local  officials,  and  other 
groups,  the  Council  has  deteijnined 
that,  while  the  pay  standard  is  appli¬ 
cable  to  all  government  entities,  the 
price  standard  should  be  applicable 
only  to  "government  enterprises”  (de¬ 
fined  in  Section  705C-4,  released 
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today).  Accordingly,  the  Council  is 
adopting  a  modified  reporting  proce¬ 
dure  for  these  entities,  codified  at  6 
CFR  706.25. 

Under  this  procedure,  if  a  Federal 
State,  or  local  entity  is  not  defined  as 
a  government  enterprise,  it  is  exempt¬ 
ed  from  the  general  reporting  provi¬ 
sions  in  Subpart  B  of  Part  706.  Howev¬ 
er,  if  it  has  5,000  or  more  employees,  it 
is  requested  to  provide  the  Council  by 
February  15,  1979,  with  an  assurance 
of  compliance  with  the  pay  standard 
or  with  its  method  of  pay  computation 
under  705B-4. 

This  procedure  reflects  the  fact  that 
under  705C-4,  government  entities 
that  are  not  "enterprises,”  as  defined 
therein,  are  exempted  from  the  price 
standard,  and  also  acknowledges  that 
in  the  area  of  pay,  it  may  be  much 
easier  for  a  government  to  certify  com¬ 
pliance  than  to  provide  a  more  elabo¬ 
rate  notification  of  the  identification 
of  employee  groups  and  methods  of 
pay-rate  calculations. 

Since  this  rule  is  procedural  only,  it 
is  effective  immediately,  without  the 
customary  thirty  days'  notice.  Howev¬ 
er,  the  Council  will  accept  comments, 
which  should  be  sent  to  the  above  ad¬ 
dress  by  February  23,  1979. 

(Council  on  Wage  and  Price  Stability  Act. 
Pub.  L.  93-387,  as  amended  (12  U.S.C.  1904 
note);  E.O.  12092.) 

In  consideration  of  the  foregoing, 
Part  706  of  Chapter  VII,  Title  6  of  the 
Code  of  Federal  Regulations,  is 
amended  by  adding  a  new  §706.25  to 
Subpart  B— Reports  and  Notifications 
to  read  as  follows. 

Issued  in  Washington.  D.C.,  January 
19.  1979. 

Barry  Bosworth, 
Director,  Council  on  Wage 
and  Price  Stability. 

Part  706  is  amended  by  adding  a  new 
§  706.25  to  Subpart  B— Reports  and 
Notifications  as  follows: 

Subparf  B — Reports  and  Notifications 

*  •  •  *  • 

§706.25  Compliance  with  the  Pay  Stand¬ 
ard  by  Federal,  State,  and  Local  Enter¬ 
prises  and  Other  Entities 

(a)  When  complying  with  the  pay 
standard.  Federal,  State,  and  local  en¬ 
terprises  and  other  government  enti¬ 
ties  that  are  not  government  enter¬ 
prises  as  defined  in  705C-4,  and  which 
have  5,000  or  more  employees,  should 
either: 

(1)  Notify  the  Council  by  February 
15,  1979,  of  the  method  of  computa¬ 
tion  under  705B-4  to  be  used  for  deter¬ 
mining  pay  rate  changes  during  the 
program  year;  or 

(2)  Furnish  the  Council  by  February 
15.  1979,  with  a  letter  of  assurance 
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from  the  head  of  government,  stating 
that  the  enterprises  and/or  entities 
intend  to  comply  with  the  pay  stand¬ 
ard  during  the  program  year. 

(b)  No  other  provision  of  this  Sub¬ 
part  applies  to  any  enterprise  or  entity 
covered  by  paragraph  (a)  of  this  sec¬ 
tion. 

[PR  Doc.  79-2537  Piled  1-24-79;  8:45  am] 


( J175-01-M] 

PART  705— NONINFLATIONARY  PAY 
AND  PRICE  BEHAVIOR 
Amendment  to  Pay  Standard 

AGENCY:  Council  on  Wage  and  Price 
Stability. 

ACTION;  Amendment  to  Pay  Stand¬ 
ard. 

SUMMARY:  On  December  28,  1978, 
the  Council  on  Wage  and  Price  Stabil¬ 
ity  published  in  the  Federal  Register 
at  43  FR  60772  voluntary  standards 
for  compliance  with  the  President’s 
anti-inflation  program.  It  thereafter 
came  to  the  Council's  attention  that 
the  intent  of  the  pay  standard  (70SB 
Pay  Standards)  could  be  circumvented 
by  cost-of-living  adjustment  clauses 
that  were  contingent  upon  a  rise  in 
the  Consumer  Price  Index  above  a  cer¬ 
tain  point.  To  prevent  this  from  being 
permissible  under  the  pay  standard, 
the  Council  ruled  on  January  10,  1979, 
that  cost-of-living  adjustments  that 
make  payments  only  after  the  Con¬ 
sumer  Price  Index  has  been  increased 
by  some  minimum  amount  violate  the 
pay  standard.  Because  of  the  emergen¬ 
cy  nature  of  this  ruling,  the  amend¬ 
ment  to  the  pay  standard  was  effective 
the  date  the  decision  was  made  public, 
January  10,  1979. 

EFFECTIVE  DATE:  January  10,  1979. 

FOR  FURTHER  INFORMATION 
CONTACT: 

Sean  Sullivan,  Office  of  Pay  Moni¬ 
toring,  Council  on  Wage  and  Price 
Stability,  726  Jackson  Place,  NW., 


Room  5002,  Washington,  D.C.  20506 

(202)  456-6480. 

(Council  on  Wage  and  Price  Stability  Act, 
Pub.  L.  93-387,  as  amended  (12  U.S.C.  1904 
note);  E.O.  12092) 

In  consideration  of  the  foregoing, 
section  705B-3(c)  of  the  appendix  to 
Part  705  of  Chapter  VII,  Title  6  of  the 
Code  of  Federal  Regulations,  is 
amended  as  follows. 

Issued  in  Washington,  D.C.,  January 
19, 1979. 

Barry  P.  Bosworth, 
Director,  Council  on  Wage 
and  Price  Stability. 

Accordingly,  Section  705B-3(c)  of 
the  appendix  to  Part  705  is  amended 
by  adding  subparagraphs  (1)  and  (2)  as 
follows: 

705B— Pay  Standards 

•  •  •  •  • 

(c)  •  •  • 

(1)  This  assumption  cannot  be  used  if— 

(i)  A  new  cost-of-living  provision  is  estab¬ 
lished  that  makes  payments  only  after  the 
Consumer  Price  Index  has  increased  by 
some  minimum  amount; 

(ii)  an  existing  cost-of-living  provision  is 
modified  to  begin  making  payments  only 
after  the  Consumer  Price  Index  has  in¬ 
creased  by  some  minimum  amount; 

(iii)  The  Consumer  Price  Index  minimum 
amount  in  an  existing  cost-of-living  provi¬ 
sion  of  the  type  described  in  (i)  is  increased; 
or 

(iv)  the  duration  of  the  contract  is  one 
year  or  less.  (2)  Cost-of-living  adjustment 
provisions  that  are  not  permitted  to  be  eval¬ 
uated  using  the  6-percent  inflation  assump¬ 
tion  should  be  evaluated  using  the  actual 
rate  of  inflation.  Contracts  with  such 
clauses  should  be  in  compliance  with  the 
pay  standard  at  the  end  of  each  year  of  the 
contract. 

[PR  Doc.  79-2535  Piled  1-24-79;  8:45  am] 
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PART  705— NONINFLATIONARY  PAY 
AND  PRICE  BEHAVIOR 

PART  706— SPECIAL  PROCEDURAL 
RULES 


Supplemental  Questions  and  Answers 
and  Implementation  Guide 

AGENCY:  Council  on  Wage  and  Price 
Stability. 

ACTION:  Issuance  of  Supplemental 
Questions  and  Answers  (Q’s  and  A's) 
and  Implementation  Guide. 

SUMMARY:  In  order  to  facilitate 
compliance  with  the  Council’s  volun¬ 
tary  standards  on  noninflationary  pay 
and  price  behavior  (6  CFR  705),  and 
the  accompanying  Special  Procedural 
Rules  (6  CFR  706),  the  Council  is  issu¬ 
ing  supplemental  Q’s  and  A’s  and  an 
Implementation  Guide. 

EFFECTIVE  DATE:  January  25,  1979. 

FOR  FURTHER  INFORMATION, 
CONTACT: 

Pay:  Sean  Sullivan  (202/456-6480); 
Price:  Jack  Triplett  (202/456-7000); 
Procedure:  Roy  A.  Nierenberg  (202/ 
456-6286),  of  the  Council  on  Wage 
and  Price  Stability,  726  Jackson 
Place,  NW.,  Washington,  D.C.  20506. 

SUPPLEMENTARY  INFORMATION: 
The  Q's  and  A’s  issued  today  supple¬ 
ment  those  published  at  43  FR  60772 
(December  28,  1978),  and  are  arranged 
in  categories  under  Pay,  Price,  and 
Procedure.  The  information  provided 
supersedes  any  which  may  have  been 
furnished  by  Council  staff  at  an  earli¬ 
er  date.  The  Implementation  Guide 
contains  methodologies  of  calculation 
applicable  to  the  standards  and  is  in¬ 
tended  to  facilitate  compliances  with 
technical  features  of  the  standards. 

(Council  on  Wage  and  Price  Stability  Act, 
Pub.  L.  93-387,  as  amended  (12  U.S.C.  1904 
note);  E.0. 12092. 

Issued  in  Washington,  D.C.,  January 
— ,  1979. 

Barry  Bosworth, 

Director,  Council  on  Wage 
and  Price  Stability. 
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Using  the  method  of  Section  705B-4(a),  the' percentage  change  Under  these  conditions,  the  average  pay  rate  in  the  final 

in  the  average  pay  rate  is  computed  as  quarter  is  computed  as: 
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Questions  and  Answers 

The  following  questions  and  answers 
are  an  extension  of  those  previously 
published  by  the  Council  in  Wage  and 
Price  Standards  on  December  13,  1978 
(published  in  the  Federal  Register  on 
December  28,  at  43  FR  60772).  The 
numbering  of  the  questions  is  sequen¬ 
tial  with  that  document. 

I.  THE  PRICE  STANDARDS 
A.  Coverage 

Q24.  How  is  the  price  standard  ap¬ 
plied  to  an  agricultural  cooperative? 

A.  Agricultural  cooperatives  that 
provide  only  a  marketing  function  for 
their  farmer  members  are  exempt 
from  the  price,  margin,  and  profit 
standards. 

If  an  agricultural  cooperative  is  a 
food  processor,  it  should  be  treated 
the  same  as  any  other  food  processor. 
Application  of  the  price  standard  itself 
should  be  the  same  as  for  other  com¬ 
panies.  But,  it  should  use  the  market 
price  of  inputs  in  lieu  of  payments  to 
farmers  in  calculating  its  gross  margin 
if  it  chooses  the  gross  margin  alterna¬ 
tive  to  the  price  standard,  or  if  it  ends 
up  using  the  profit-margin  limitation. 

Q25.  A  company  does  more  than  75 
percent  of  its  program-year  business 
(delivery  of  goods)  under  contracts 
that  were  signed  prior  to  October  2, 
1978  and  that  specify  a  fixed  price.  Is 
the  company  excluded  from  the  appli¬ 
cation  of  both  the  price-deceleration 
standard  and  the  profit-margin  stand¬ 
ard  under  section  705A-5(a)? 

A.  No,  it  is  not.  Section  705A-3(e) 
refers  to  deliveries  during  the  program 
year  whereas  section  705A-5(a)  refers 
to  adjusted  revenue  in  the  base  year. 
The  company  should  comply  with  the 
price-deceleration  standard  with  re¬ 
spect  to  deliveries  not  excluded  under 
section  705A-3(e)  (i.e.,  deliveries  under 
contracts  signed  during  the  program 
year  and  non-contractual  sales). 

Q26.  May  companies  that  purchase 
products  that  are  excluded  under 
705A-3  exclude  the  costs  of  those 
products  in  their  own  price  calcula¬ 
tions? 

A.  No.  Companies  may  only  exclude 
from  their  own  price  calculations 
those  products,  excluded  under  705A- 
3,  that  they  produce. 

Q27.  Is  an  agricultural  product  price 
that  is  excluded  from  company  price 
calculations  under  705A-3  also  ex¬ 
cluded  if  some  processing  of  the  prod¬ 
uct  takes  place  before  the  first  sale? 

A.  No. 

Q28.  May  a  company  exclude  a  proc¬ 
essed  product  from  its  price  calcula¬ 
tions  if  the  processed  product’s  price  is 
closely  related  to  the  price  of  a  raw 
material  that  is,  in  turn,  excluded  as 
being  determined  by  an  organized 
open  exchange  market? 


A.  No,  unless  the  processed  product 
itself  is  traded  on  an  open  exchange 
market.  A  connection  of  a  prepro¬ 
cessed  material  to  an  open  exchange 
market  does  not  justify  the  exclusion 
of  the  processed  product  (e.g.,  fluid 
milk,  cheese,  and  meat  are  not  ex¬ 
cluded).  A  few  processed  products 
themselves  have  an  organized  open  ex¬ 
change  market.  A  company  may  ex¬ 
clude  the  sales  of  these  processed 
products  from  the  company’s  price  or 
gross-margin  calculations.  As  a  first 
approximation,  the  only  processors 
that  qualify  for  this  exclusion  are 
manufacturers  or  processors  of  butter, 
oilseeds,  oil  and  protein  meals. 

Finally  no  product  that  is  brand- 
name  identified  can  qualify  for  this 
exemption. 

Q29.  What  freight  rates  and  passen¬ 
ger  fares  does  a  U.S.  air  carrier  ex¬ 
clude  as  exports  in  making  its  average- 
price  calculations? 

A.  It  excludes  all  international  fares 
and  rates  except  those  for  flights  be¬ 
tween  the  U.S.  and  Canada  and  be¬ 
tween  the  U.S.  And  Mexico.  Interna¬ 
tional  fares  are  excluded  because  an 
individual  carrier  has  no  practical  way 
to  distinguish  exports  from  domestic 
sales  in  its  international  activities. 
Therefore,  airlines  treat  all  interna¬ 
tional  sales  (other  than  those  between 
the  U.S.  and  Canada  and  between  the 
U.S.  and  Mexico)  as  if  they  were  sales 
to  foreign  residents  and  foreign  busi¬ 
ness  firms.  Also,  these  prices  are  set  in 
an  international  market  and  must 
have  the  approval  of  foreign  govern¬ 
ments  with  which  we  have  bilateral 
agreements. 

Q30.  In  making  average-price  calcu¬ 
lations,  what  freight  rates  and  passen¬ 
ger  fares  should  U.S.-operated  ocean 
carriers  engaged  in  international 
transport  exclude? 

A.  they  should  exclude  all  rates  on 
international  movements  of  goods  and 
people.  These  rates  are  excluded  be¬ 
cause  of  the  difficulty  involved  in  dis¬ 
tinguishing  between  sales  to  foreign 
residents  and  companies  and  sales  to 
U.S.  residents  and  companies.  Also,  in¬ 
ternational  ocean-liner  freight  rates 
are  set  in  conferences  which  include 
carriers  of  foreign  countries. 

Q31.  Do  engineering  services  per¬ 
formed  in  the  United  States  (design, 
drafting,  studies,  calculations)  for  a 
foreign  client  for  use  in  a  foreign 
country  qualify  as  “exports  of  serv¬ 
ices”  under  705A-3(d)? 

A.  Yes. 

Q32.  Does  the  term  “contract”  as 
used  in  Section  705A-3(e)  include  pur¬ 
chase  orders  of  routine  or  normal  re¬ 
curring  purchased  items? 

A.  No. 

Q33.  How  does  a  firm  comply  with 
the  price  standard  if  it  commenced  op¬ 
erations  in  the  first  quarter  of  1978? 


A.  It  cannot  technically  comply  with 
the  price  standard  since  none  of  the 
required  information  is  available.  Such 
companies  are,  however,  expected  to 
comply  with  the  pay  standard  and 
they  are  asked  to  adhere  to  the 
"spirit"  of  the  program  in  their  price 
decisions. 

Q34.  If  a  company  sells  a  product  to 
the  Department  of  Defense  (DOD) 
based  on  DOD  generated  and  directed 
specifications,  the  specifications  are 
subject  to  modification.  May  a  compa¬ 
ny  treat  this  item  as  a  custom  prod¬ 
uct? 

A.  If  the  company  can  net  out  the 
costs  associated  with  the  changes,  it 
should  treat  the  product  as  a  standard 
item.  If,  however,  this  approach  is  not 
feasible,  the  company  may  treat  the 
item  as  a  custom  product. 

C.  Computation  of  the  Price  Standard 

Q8.  In  the  calculation  of  base-period 
and  program-year  rates  of  price 
change,  must  the  prices  of  all  of  a 
company’s  products  be  included  in  the 
calculation? 

A.  If  it  would  be  extremely  difficult 
to  include  the  prices  of  a  certain  set  of 
products,  accounting  for  a  small  por¬ 
tion  of  the  total  sales  of  the  company, 
these  prices  may  be  excluded  from  the 
calculations.  However,  the  included 
products  should  be  representative  of 
the  company’s  product  line.  Moreover, 
in  keeping  with  the  spirit  of  the  pro¬ 
gram,  companies  should  make  every 
effort  to  apply  the  standards  to  the 
pricing  decisions  for  all  products. 

Q9.  A  company  can  choose  either 
the  third  quarter  of  1978  or  the  com¬ 
pany’s  last  complete  fiscal  quarter 
prior  to  October  2  as  its  base  quarter. 
Must  the  choice  of  the  base  quarter  be 
identical  for  price  and  pay  calcula¬ 
tions? 

A.  The  base  quarter  should  be  iden¬ 
tical  for  the  two  calculations  unless 
there  is  a  compelling  reason,  in  terms 
of  accounting  convenience,  for  the 
choice  of  different  periods. 

Q10.  How  should  a  company  value  a 
cost-plus-fixed-fee  contract  for  pur¬ 
poses  of  complying  with  the  price-de¬ 
celeration  standard? 

A.  The  price  for  such  a  contract  is 
defined  as  the  cost  plus  the  fixed  fee. 
However,  if  the  seller  is  acting  only  as 
a  purchasing  agency  with  a  fixed 
dollar  fee,  the  transaction  could  be  de¬ 
fined  to  include  only  the  fee  since  the 
seller  is  filling  a  role  similar  to  a 
wholesaler  or  retailer. 

D.  Profit  Margin  Limitation 

Q7.  If  a  diversified  company  treats 
each  of  its  divisions  as  a  separate 
“company”  in  accordance  with  the  re¬ 
quirements  of  section  705D,  is  an  indi¬ 
vidual  division  free  to  use  the  profit 
margin  limitation  or  will  all  divisions 
have  to  use  the  same  standard. 
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A.  The  different  “companies”  do  not 
have  to  use  the  same  standard. 

Q8.  In  the  calculation  of  its  profit 
margin,  can  a  company  exclude  the 
profits  earned  on  sales  excluded  under 
705A-3? 

A.  No. 

Q9.  How  does  the  profit-margin  limi¬ 
tation  apply  to  government  enter¬ 
prises? 

A.  Government  entities  that  are  cov¬ 
ered  by  the  price  standard  can  use  the 
operating-margin  limitation  that  is  ap¬ 
plicable  to  nonprofit  organizations. 
The  operating  margin  is  operating  sur¬ 
plus  divided  by  operating  funds,  and 
the  operating  surplus  is  defined  as  op¬ 
erating  funds  less  total  costs  and  ex¬ 
penses  including  wages. 

Q10.  In  section  705 A-6  there  are  two 
reasons  for  the  application  of  the 
profit-margin  limitation  exception, 
one  being  “uncontrollable  price  in¬ 
creases  in  goods  and  services  it  buys." 
How  do  you  define  such  uncontrolla¬ 
ble  cost  increases? 

A.  The  wording  of  section  70SA-6  is 
intended  to  convey  the  notion  that 
companies  are  asked  to  make  a  good- 
faith  effort  to  comply  with  the  price 
deceleration  standard,  and  to  revert  to 
the  profit-margin  limitation  exception 
only  if  such  compliance  would  cause  a 
significant  deterioration  of  the  compa¬ 
ny’s  profit  position.  The  effort  to 
comply  with  the  price-deceleration 
standard  entails  a  good-faith  effort  to 
hold  down  costs.  Hence,  the  reference 
to  “uncontrollable”  cost  increases. 
However,  the  extent  to  which  cost  in¬ 
creases  are  uncontrollable  will  depend 
upon  individual  circumstances.  The 
following  nonexhaustive  list  Includes 
items  which  if  they  rise  in  price,  might 
be  included  as  “uncontrollable”  in¬ 
creases: 

•  Government-mandated  cost  in¬ 
creases  (such  as  payroll  taxes) 

•  Increased  labor  costs  dictated  by 
collective  bargaining  agreements  or 
annual  pay  plans  in  effect  prior  to  Oc¬ 
tober  24. 1978, 

•  Utility-rate  increases,  and 

•  Raw  materials  purchased  from 
outside  the  U.S. 

It  should  be  emphasized  that  the 
mere  existence  of  an  uncontrollable 
cost  increase,  no  matter  how  trivial, 
does  not  constitute  justification  for 
the  use  of  the  profit-margin  limitation 
exception.  Companies  applying  for 
such  an  exception  under  section  705A- 
6(a)  are  asked  to  explain  the  reason 
for  their  inability  to  comply  with  price 
deceleration,  documenting  their  cost 
increases. 

n.  THE  PAY  STANDARD 

B.  Employee  Coverage 

Q8.  In  determining  its  organizational 
structure  for  purposes  of  determining 
compliance  with  the  standards,  must 
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the  same  structure  be  used  for  pay 
and  price  purposes? 

A.  Normally  companies  are  expected 
to  use  the  same  organizational  struc¬ 
ture  for  pay  and  price  purposes.  How¬ 
ever.  if  a  company’s  normal  account¬ 
ing  practices  would  result  in  different 
structures  for  pay  reporting  than  for 
price  reporting,  and  it  would  impose 
substantial  administrative  costs  to 
report  the  same  units  for  pay  and 
price  purposes,  the  company  may 
follow  its  normal  accounting  practices. 

Q9.  May  different  pay  computation 
methods  for  different  employee  units 
within  one  company  be  used? 

A.  Yes.  But  once  a  method  is  chosen 
for  a  particular  unit,  it  should  not  be 
changed  later  in  the  program  year  to 
another  method. 

C.  Pay  and  Pay  Rates 

Q5.  If  a  company  is  required  to  make 
retrospective  payments  to  an  employ¬ 
ee  or  employees  as  the  result  of  legal 
action,  are  these  payments  chargeable 
under  the  standard? 

A.  No. 

Q6.  Is  rollup  included  in  the  calcula¬ 
tion  to  a  pay  increase? 

A.  Yes.  The  additional  cost  of  exist¬ 
ing  benefits  which  results  from  a  wage 
increase  is  to  be  included  as  part  of 
the  pay  increase  chargeable  to  the  7- 
percent  standard. 

Q7.  Are  TRAESOPS  (Tax  Reduction 
Act  Employee  Stock  Ownership  Plans) 
considered  in  measuring  compliance 
with  the  standards? 

A.  No.  TRAESOPS  are  excluded, 
since  they  are  not  an  employer  cost 
but  rather  result  from  money  availa¬ 
ble  under  the  investment  tax  credit. 

D.  Collective  Bargaining  Units 

Q5.  Can  a  company  that  has  a  large 
number  of  small  collective  bargaining 
units  combine  these  units  for  purposes 
of  compliance? 

A.  Units  of  less  than  100  employees 
can  be  combined  for  administrative 
purposes  or  in  response  to  requests  for 
information.  But  such  units  are  expect 
to  comply  with  the  standards  on  an  in¬ 
dividual  basis. 

Q6.  If  a  new  collective  bargaining 
unit  is  formed,  what  limit  is  placed  on 
pay  increases  in  the  program  year? 

A.  The  total  increase  for  such  work¬ 
ers  should  not  exceed  7  percent  in  the 
program  year,  including  pay-rate  in¬ 
creases  granted  prior  to  formation  of 
the  new  unit  Of  course,  a  contract 
signed  by  the  new  unit  during  the  pro¬ 
gram  year  should  be  consistent  with 
the  Pay  Standard,  as  applied  to  collec¬ 
tive  bargaining  agreements. 

Q7.  What  is  the  base  pay  rate  for  a 
new  collective  bargaining  agreement? 

A.  The  average  pay-rate  in  effect  at 
the  expiration  of  the  prior  agreement. 

Q8.  Can  a  union  contract  signed 
prior  to  October  25.  1978,  be  reopened 
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to  grant  an  additional  pay  increase 
during  the  program  year? 

A.  Yes,  if  the  total  pay  increase  for 
the  program  year  does  not  exceed  7 
percent  and  the  new  contract  is  con¬ 
sistent  with  the  pay  standard  as  ap¬ 
plied  to  new  collective  bargaining 
agreements. 

Q9.  Are  longevity  increases  chargea¬ 
ble  for  collective  bargaining  units? 

A.  Yes,  to  the  extent  that  they  can 
be  distinguished  from  qualification  in¬ 
creases  and  if  they  add  to  average 
wage  rates  over  the  duration  of  the 
contract. 

Q10.  Are  step-rate  or  progression  in¬ 
creases  included  as  pay  rate  increases? 

A.  Movement  through  a  structured 
pay  schedule  from  entry  levels  to  es¬ 
tablished  job-rate  levels  is  treated  the 
same  as  a  qualification  increase.  These 
increases  are  not  included  in  determin¬ 
ing  compliance.  Increases  beyond  the 
job-rate  level  are  treated  as  longevity 
Increases  and  are  charged  against  the 
7-percent  standard  to  the  extent  that 
they  add  to  average  wage  rate  in¬ 
creases  over  the  life  of  the  contract. 

Qll.  In  an  industry  bargaining  situa¬ 
tion  in  which  a  number  of  companies 
sign  a  common  agreement  with  a 
union  and  the  companies  have  differ¬ 
ent  average  base  pay  rates,  will  com¬ 
pliance  be  measured  for  each  compa¬ 
ny? 

A.  The  Council  will  continue  its  past 
practice  of  evaluating  such  agree¬ 
ments  on  an  industry  basis,  using  an 
average  base  pay  rate  for  all  the  com¬ 
panies.  Individual  companies  that  sign 
the  pattern  agreement  will  be  deemed 
in  compliance. 

Q12.  Under  the  pay  standard,  a  con¬ 
tract  that  includes  a  provision  for  u 
future  wage  reopening  will  be  assumed 
to  be  terminating  on  that  date.  Does 
this  apply  to  a  wage  reopener  that  has 
a  specific  limitation? 

A.  The  Council  will  permit  a  wage 
reopener  that  specifically  provides 
that,  upon  reopening,  any  wage-rate  or 
benefit  increases  must  be  in  comp'i- 
ance  with  the  standards.  A  contra 
that  includes  such  a  provision  woula 
not  be  assumed  to  be  terminating  on 
the  reopening  date.  The  following 
would  thus  be  permissible:  A  two-year 
agreement  providing  for  an  8-  percent 
pay-rate  increase  in  the  first  year, 
with  a  wage  reopener  in  the  seco  \  i 
year  subject  to  a  limitation  of  6  p 
cent  for  the  second-year  increase. 

E.  Nonunion  Standard 

Q12.  When  excluding  legitimate  pro¬ 
motion  increases  under  method  705R 
4(b),  what  amount  should  be  included 
as  pay-rate  increases? 

A.  The  company  should  count  any 
increases  that  the  employee  would 
have  received  in  the  absence  of  the 
promotion.  This  method  is  intends 
for  promotions  from  one  job  paying  a 
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fixed  rate  to  another  fixed-rate  job. 
Firms  with  salary  ranges  that  combine 
merit  increases  with  promotions  are 
expected  to  use  705B-4(a).  However,  if 
there  is  a  basis  for  separating  the 
merit  and  promotional  increases, 
705B-4(b)  may  be  used. 

Q13.  When  using  the  fixed-popula¬ 
tion  method  for  determining  compli¬ 
ance,  must  the  company  recompute 
the  base-quarter  compensation  rate  to 
exclude  those  employees  no  longer 
with  the  company? 

A.  Yes. 

Q14.  How  is  a  benefit  improvement 
communicated  to  the  employees 
before  October  2,  but  implemented 
after  that  date,  to  be  treated? 

A.  The  cost  of  the  new  benefit  may 
be  excluded  from  all  pay-rate  calcula¬ 
tions. 

Q15.  What  is  a  formal  annual  pay 
plan  as  covered  by  Section  705B-4(c) 
of  the  pay  standard? 

A.  This  section  covers  annual  merit 
plans  and  general  pay  increases  which 
would  have  been  interrupted  by  appli¬ 
cation  of  the  7-percent  pay  standard. 
For  example,  this  provision  applies  to 
pay  increases  given  to  employees  on 
their  anniversary  dates  under  the  con¬ 
tinuation  of  a  plan  which  was  in  oper¬ 
ation  on  October  1,  1978.  The  intent  is 
to  allow  such  plans  to  run  as  usual 
t  hrough  the  end  of  the  plan  year.  In 
the  next  planning  year  of  the  compa¬ 
ny  the  pay  increases  under  such  plans 
should  be  in  compliance  with  the  pay 
standard. 

Q16.  May  a  company  increase  its  pay 
to  salaried  employees  to  compensate 
for  an  increase  in  hours  worked  per 
day  or  days  worked  per  week? 

A.  Such  increases  pose  a  special 
problem  because  salaried  employees 
typically  are  not  paid  by  the  hour,  but 
by  the  month  or  year.  If  a  company 
wishes  to  give  pay  increases  for  addi¬ 
tional  hours  worked  for  salaried  em¬ 
ployees,  the  burden  rests  with  the 
company  to  show  that  there  is  an 
actual  increase  in  hours  worked. 

Q17.  Does  the  provision  for  calculat¬ 
ing  chargeable  increases  under  cost-of- 
living  formulas  apply  to  nonunion  em¬ 
ployees  also? 

A.  Yes,  if  such  employees  are  cov¬ 
ered  by  a  formal  cost-of-living  formu¬ 
la.  But,  as  with  formal  collective  bar¬ 
gaining  contracts,  it  should  be  part  of 
a  pay  plan  that  extends  beyond  a  year 
in  duration. 

F.  Variable  Compensation 

Q6.  How  will  annual  incentive  bo¬ 
nuses  be  treated  in  future  years? 

A.  Annual  incentive  bonuses  are  ex¬ 
pected  to  be  consistent  with  the  7-per- 
cent  pay  standard.  For  nondiscretion¬ 
ary  plans,  companies  should  make  a 
reasonable  estimate  of  their  profits  for 
the  coming  year,  and  calculate  the 
amount  of  aggregate  incentive  bonuses 


that  would  be  paid  at  that  level  of 
profits.  The  projected  increase  in 
these  bonuses  (prorated)  together 
with  fixed  compensation  increases 
should  not  be  more  than  7  percent 
greater  in  the  last  quarter  of  the  pro¬ 
gram  year  than  in  the  base  quarter.  If 
bonuses  are  larger  than  estimated  due 
to  higher  profits,  the  excess  over  the 
7-percent  standard  will  be  considered 
an  exception  if  the  company  can  dem¬ 
onstrate  that  its  estimate  of  profits 
was  not  unreasonably  low. 

G.  Future- Value  Compensation 

Q5.  Under  Section  705B-5(e)  compa¬ 
nies  are  expected  to  place  a  value  on 
new  future-value  plans  “consistent 
with  generally  accepted  accounting 
practices.”  There  really  is  no  account¬ 
ing  value  with  respect  to  new  stock 
option  plans.  Does  this  mean  that 
companies  may  place  a  zero  value  on 
such  plans? 

A.  No.  Companies  are  expected  to 
place  some  reasonable  value  on  such 
plans  and  include  this  value  as  pay 
during  the  program  year. 

I.  Pensions 

Q7.  Are  increased  pension  benefits 
for  retirees  chargeable  as  pay  in¬ 
creases? 

A.  Since  retirees  are  not  employees 
under  the  standard,  pension  costs  for 
retirees  would  normally  be  excluded 
from  all  pay  calculations  for  the  em¬ 
ployee  unit— both  in  the  base  period 
and  in  the  program  year.  However,  if 
it  is  a  company’s  normal  practice  to 
treat  retiree  pension  benefits  as  part 
of  an  employee  unit’s  base  compensa¬ 
tion  package,  improvements  in  such 
benefits  should  be  charged  as  a  pay  in¬ 
crease  for  the  unit. 

Q8.  Can  reductions  in  pension  costs 
due  to  changes  in  actuarial  assump¬ 
tions  or  funding  methods  be  used  as  a 
credit  toward  other  pay-rate  increases? 

A.  No. 

K.  Tandem  Pay-Rate  Exception 

Q2.  Is  the  tandem  exception  applica¬ 
ble  to  individual  elements  of  pay? 

A.  Yes,  provided  that  the  criteria  set 
forth  in  the  standards  covering 
tandem  relationships  are  met. 

III.  SPECIAL  SECTORS 

A.  Food  Manufacturers,  Retailing  and 
Wholesaling 

Q6.  If  a  food-processing  company,  a 
retailer,  or  a  wholesaler  chooses  to 
comply  with  the  price-deceleration 
standard  and  later  finds  that  it  is 
unable  to  do  so  because  of  uncontrol¬ 
lable  cost  increases,  can  it  turn  direct¬ 
ly  to  the  profit-margin  limitation  or 
must  it  first  attempt  to  comply  with 
the  appropriate  margin  standard? 

A.  The  company  may  choose  either 
to  comply  with  the  gross  margin 


standard  or  to  apply  the  profit-margin 
limitation  exception  in  accordance 
with  §706.31. 

Q7.  In  the  computation  of  a  gross 
margin  by  a  wholesaler,  do  service  fees 
have  to  be  included? 

A.  Yes.  All  service  fees,  stop  or  order 
charges,  delivery  fees,  cash  discounts 
earned,  adjustments  to  “sell  price," 
etc.,  should  be  added  to  sales  in  com¬ 
puting  the  gross  margin.  The  gross 
margin,  calculated  by  subtracting 
from  net  sales  the  cost  of  goods  pur¬ 
chased  for  resale,  includes  all  costs  as¬ 
sociated  with  these  various  types  of 
service  fees. 

Q8.  How  do  inventory  changes  affect 
the  computation  of  gross  margins? 

A.  Net  sales,  less  cost  of  goods  sold 
(for  retail  and  wholesale  trade)  or  less 
food  ingredients  in  the  goods  sold  (for 
food  manufacturers),  are  adjusted  for 
inventory  changes  of  finished  goods  in 
the  computation  of  gross  dollar  mar¬ 
gins. 

Any  method  of  calculation  of  inven¬ 
tory  valuation  is  acceptable  as  long  as 
generally  accepted  accounting  proce¬ 
dures  are  consistently  applied  for  a 
given  company.  No  changes  in  inven¬ 
tory  policy  (e.g.,  changing  from  FIFO 
to  LIFO)  should  be  made  with  the  in¬ 
tention  of  influencing  the  level  of 
computed  gross  dollar  margins.  A  com¬ 
pany  should  recalculate  its  inventory 
valuation  if  it  changes  its  accounting 
procedures. 

Q9.  Because  of  changes  in  the  mix  of 
product  sales,  an  improvement  in  loss 
experience  (“shrinkage”),  or  changes 
in  the  rates  of  movement  of  merchan¬ 
dise  at  initial  markups  vs.  marked- 
down  prices,  a  retailer  might  fail  to 
satisfy  the  percentage-margin  stand¬ 
ard  for  reasons  beyond  its  control. 
Will  the  company  be  judged  to  be  out 
of  compliance? 

A.  No.  As  long  as  a  company  makes  a 
good-faith  effort  to  comply  with  the 
standard,  an  inadvertent  overshooting 
of  the  margin  target  will  not  result  in 
a  determination  of  noncompliance.  A 
good-faith  effort  requires  that  retail¬ 
ers  adopt  a  markup  (and  mark-down) 
policy  that  can  be  expected  to  gener¬ 
ate  percentage  margins  that  comply 
with  the  standard.  If  there  is  no 
change  in  policy  regarding  mark- 
downs,  shrinkage,  etc.,  the  retailer  can 
simply  project  past  experience  regard¬ 
ing  these  factors.  However,  a  change 
in  pplicy  or  practice  regarding  any  of 
these  factors  should  be  reflected  in 
the  mark-up  policy.  Finally,  if  a  com¬ 
pany  overshoots  the  margin  target,  it 
will  be  expected  to  adjust  its  markup 
policy  in  the  next  year  to  compensate 
for  the  excessive  margin  during  the 
first  program  year. 

Q10.  How  can  a  retail  company 
comply  with  the  margin  standard  if  its 
interest  costs  of  carrying  accounts  re¬ 
ceivable  are  going  up  at  a  rapid  rate? 
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A.  In  many  cases,  the  finance  divi¬ 
sion  of  the  retailer  can  be  treated  as  a 
separate  company  in  accordance  with 
the  criteria  set  forth  in  the  definition 
of  “company”  in  section  705D.  In 
those  cases  in  which  these  criteria  are 
not  met,  and  in  which  the  inclusion  of 
interest  costs  on  accounts  receivable 
imposes  an  undue  hardship  on  the  re¬ 
tailer,  the  Council  will  provide  a  proce¬ 
dure  for  an  exception  to  the  condi¬ 
tions  required  for  the  disaggregation 
of  a  company.  In  order  for  a  company 
to  be  eligible  for  this  exception,  there 
must  exist  a  reasonable  basis  in  the 
available  accounting  records  to  be  able 
to  make  this  separation,  and  a  reason¬ 
able  allocation  of  all  applicable  over¬ 
head  costs  must  be  made.  The  new 
company  would  be  expected  to  meet 
the  standards  for  financial  companies. 

Qll.  If  a  company  whose  activities 
include  both  manufacturing  and  re¬ 
tailing  qualifies  for  the  use  of  the  per¬ 
centage-margin  standard  under  section 
705C-2(a),  can  the  retail-trade  seg¬ 
ment  be  treated  separately  under  the 
percentage-margin  standard  or  must 
these  activities  be  combined  under  the 
price-deceleration  standard? 

A.  The  firm  is  allowed  to  do  either. 
However,  if  the  aggregation  of  these 
activities  would  force  a  company  to 
the  profit-margin  exception  due  to  the 
inability  to  calculate  price  changes  for 
its  retail  activities,  the  Council  would 
prefer  disaggregation  and  separate 
compliance  with  the  price-deceleration 
and  percentage-gross-margin  stand¬ 
ards. 

Q12.  How  does  a  food-manufacturing 
company  that  applies  the  gross-margin 
standard  to  its  food  operations  treat 
its  nonfood  products? 

A.  It  should  apply  the  price-decel¬ 
eration  standard  to  its  nonfood  sales. 

B.  Professional  Fees 

Q4.  What  is  the  program  year  for 
application  of  the  professional-fee 
standard? 

A.  The  program  year  is  the  last  cal¬ 
endar  or  fiscal  quarter  prior  to  Octo¬ 
ber  2,  1978.  through  the  same  quarter 
in  1979. 

Q5.  Can  professionals  in  applying 
the  professional-fee  standard  use  the 
revenue-weighted  average  fee  on  Octo¬ 
ber  2  instead  of  the  average  fee  during 
the  last  complete  fiscal  quarter  prior 
to  October  2? 

A.  Yes,  if  it  is  easier  to  compute  and 
there  has  not  been  a  major  fee  in¬ 
crease  during  the  last  complete  fiscal 
quarter  prior  to  October  2. 

Q6.  Are  hospital-based  physicians 
and  other  health  professionals  covered 
under  the  pay  standard  of  the  profes¬ 
sional-fee  standard? 

A.  Physicians  that  are  paid  on  a 
salary  basis  are  included  in  one  of  the 
employee  units  identified  by  the  hos¬ 
pital  for  the  purpose  of  compliance 


with  the  pay  standard.  Physicians  that 
are  paid  on  a  fee-for-service  or  pro- 
portion-of -department-revenue  basis 
should  comply  with  the  professional- 
fee  standard.  If  professional  earnings 
are  based  on  some  combination  of 
salary  and  fee-for-service  or  propor- 
tion-of-department-revenue,  the  hospi¬ 
tal  and  the  physicians  should  comply 
with  the  respective  standards  for  the 
relevant  portions  of  professional  earn¬ 
ings. 

Q7.  Are  fees  charged  for  services  of 
hospital-based  physicians  covered 
under  the  professional  fee  standard? 

A.  Yes.  Services  provided  on  a  fee- 
for-service  basis  by  radiologists,  pa¬ 
thologists,  emergency-room  physi¬ 
cians,  and  other  hospital-based  physi¬ 
cians  are  covered  under  the  profes¬ 
sional-fee  standard.  If  billing  is  done 
for  their  services  through  the  hospital, 
the  hospital  and  the  physician  are 
both  responsible  for  compliance  with 
the  professional-fee  standard.  If  bill¬ 
ing  is  not  on  a  fee-for-service  basis 
(i.e.,  charges  are  included  in  the  hospi¬ 
tal-room  charge),  the  professional-fee 
standard  does  not  apply. 

IV.  PROCEDURES 

4-  General  Provisions 

[Reserved] 

B.  Reports  and  Notifications 

Ql.  Are  companies  with  at  least  $250 
million  in  sales  or  revenues,  which 
intend  to  treat  their  entire  organiza¬ 
tion  as  one  unit  (i.e.,  “company”)  for 
purposes  of  compliance,  still  requested 
to  notify  the  Council  of  their  organi¬ 
zational  structure  under  5  706.21(a)? 

A.  Yes.  Even  if  a  company  does  not 
separate  into  smaller  “companies”  for 
purposes  of  compliance,  it  is  still  re¬ 
quested  to  notify  the  Council  of  its  de¬ 
cision,  as  well  as  to  submit  data  on  the 
major  lines  of  business. 

Q2.  Once  a  company  notifies  the 
Council  of  its  organizational  structure 
and  method  of  pay  calculation,  may  it 
change  such  structure  or  method 
merely  by  advising  the  Council  of  the 
change? 

A.  No.  Once  a  company  establishes 
its  reporting  structure  and  price  and 
pay  data  a  company  is  committed  to 
that  structure  and  data  for  the  pro¬ 
gram  year.  If  a  company  believes  that 
failure  to  change  will  result  in  an 
undue  hardship  or  gross  inequity,  it 
may,  if  it  qualifies,  seek  permission  to 
change  by  requesting  an  exception. 

Q3.  What  should  a  company  do  if  it 
is  required  to  report  its  base-period 
rate  of  price  change  under  9  706.22(d), 
but  it  is  subject  to  the  Profit  Margin 
Limitation  because  it  has  insufficient 
product  coverage? 

A.  It  should  supply  the  information 
in  9706.22(dXi)  demonstrating  that  it 
is  subject  to  the  Profit  Margin  Limita¬ 


tion.  The  other  requirements  in 
9  706.22(d)  could  be  omitted.  The  com¬ 
pany  would  not  have  to  apply  for  an 
exception  in  order  to  use  the  Profit 
Margin  Limitation  if  it  is  automatics1 
ly  subject  to  that  limitation  because  of 
insufficient  product  coverage. 

Q4.  Do  the  reporting  requirements 
apply  to  private  universities  and  other 
nonprofit  institutions? 

A.  Yes.  since  the  Standards  apply  to 
such  institutions,  the  reporting  re¬ 
quirements  would  also  apply.  The 
same  principles  of  calculation  applica¬ 
ble  to  profit-making  entities  would 
apply  to  nonprofit  institutions,  subject 
to  certain  adjustments.  For  example, 
if  the  Profit  Margin  Limitation  were 
used,  the  nonprofit  institution  would 
utilize  a  limitation  on  its  operating 
surplus,  i.e.,  on  its  operating  funds  less 
total  costs  and  expenses  including 
wages.  (See  Question  I.D.  6,  of  the  Q’s 
and  A’s  issued  on  December  13.  1978.) 

Q5.  With  respect  to  §706.22,  does  the 
$500  million  apply  only  to  domestic 
sales? 

A.  No.  It  applies  to  the  data  stated  in 
the  Form  10-K  as  submitted  to  the 
SEC  which  may  include  foreign  sales 
as  well. 

Q6.  9706.22(b)  asks  consolidated 
companies  having,  or  companies  be¬ 
longing  to  consolidated  companies 
having.  $500  million  in  sales  or  rev¬ 
enues  to  submit  to  the  Council  a  copy 
of  Form  10-K  reports  submitted  to  the 
Securities  and  Exchange  Commission. 
Does  this  mean  that  firms  that  do  not 
file  10-K  reports  with  the  SEC  need 
not  comply  with  the  remainder  of 
9  706.22. 

A.  No.  If  a  firm  has  not  prepared  a 
Form  10-K  report,  it  is  not  asked  to 
generate  one.  However,  it  1s  asked  to 
submit  other  information. 

Q7.  Should  firms  that  have  filed 
Form  10-K  reports  with  the  SEC  file 
the  same  forms  with  the  Council? 

A.  Form  10-K's  on  file  at  the  SEC 
can  be  obtained  by  the  Council,  and 
companies  need  not  furnish  the  Coun¬ 
cil  with  duplicate  copies  if  this  would 
be  burdensome.  However,  if  such 
copies  are  readily  available,  their  sub¬ 
mission  would  reduce  the  Council's  ad¬ 
ministrative  work  and  would  be  great¬ 
ly  appreciated. 

Q8.  What  type  of  data  are  contem- 
pleted  by  9706.22(d)(2),  in  the  phrase 
"not  included  in  the  calculation  of  the 
base-period  rate  of  price  change?” 

A.  It  is  expected  that  some  compa¬ 
nies  will  find  that  it  is  not  feasible  to 
calculate  an  average  price  change  cov¬ 
ering  100  percent  of  their  revenues 
(even  after  deducting  revenues  cov¬ 
ered  by  705A-3(aWd)  and  (fMi).  Typi¬ 
cally,  this  may  be  caused  by  the  lack 
of  historical  records  on  prices,  rev¬ 
enues,  and/or  physical  volumes  for 
some  products.  Accordingly, 
9  706.22(d)(2)  asks  companies  to  advise 
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the  Council  of  data  of  this  sort.  The 
revenues  covered  by  705A-3(e)  would 
not  be  included,  however,  since  that 
category  is  only  defined  for  the  pro¬ 
gram  year. 

Q9.  Should  companies  filing  reports 
under  Subpart  B  of  Part  706  file  in 
triplicate? 

A.  No.  One  copy  is  sufficient. 

Q10.  What  is  a  company’s  “most  re¬ 
cently  completed  fiscal  year’’  for  pur¬ 
poses  of  Subpart  B? 

A.  This  refers  to  the  most  recently 
completed  fiscal  year  prior  to  the  start 
of  the  program  year. 

Qll.  $706.24  requests  information 
from  “companies  with  5,000  or  more 
employees.’’  Can  this  be  interpreted  to 
refer  only  to  disaggregated  compliance 
units  (“companies”  under  705D)  with 
5,000  or  more  employees? 

A.  No.  The  request  is  directed  at 
“companies”  with  5,000  or  more  em¬ 
ployees,  and  companies  that  belong  to 
consolidated  companies  with  5,000  or 
more  employees. 

Q12.  Does  failure  to  comply  with  a 
request  for  reports  under  Subpart  B 
result  in  a  company’s  being  put  on  the 
list  of  noncomplying  companies? 

A.  No.  A  company  can  be  placed  on 
this  list  only  if  it  fails  to  comply  with 
the  substantive  Price  or  Pay  Stand¬ 
ards.  However,  if  a  company  fails  to 
make  the  requested  reports,  this  may 
prompt  further  investigation  of  its  op¬ 
erations  by  the  Council. 

Q13.  If  a  company  does  not  maintain 
records  for  its  major  lines  of  business 
at  the  four-digit  level  of  the  Standard 
Industrial  Classification  System,  must 
it  generate  this  information  for  pur¬ 
poses  of  a  report  under  $  706.21(b)? 

A.  No.  A  company  should  supply  in¬ 
formation  at  a  comparable  level  of 
detail,  but  need  not  follow  the  SIC 
system  exactly. 

Q14.  §706.22  applies  to  companies 
that  “belong  to”  consolidated  compa¬ 
nies  with  $500  million  or  more  in  sales. 
Does  this  mean  that  companies  which 
are  owned  by,  but  not  consolidated 
with,  companies  with  the  requisite 
sales,  are  subject  to  §  706.22? 

A.  Yes. 

Q15.  Should  companies  submit  data 
regarding  base-period  rates  of  price 
change  under  §  706.22(d)  if  they  are 


subject  only  to  the  profit-margin  limi¬ 
tation? 

A.  No.  If  a  company  knows  by  Feb¬ 
ruary  15.  1979,  that  it  is  subject  to  the 
profit  margin  limitation,  either  be¬ 
cause  it  has  insufficient  product  cover¬ 
age  or  because  it  has  been  granted  an 
exception,  it  need  not  supply  data 
under  §  706.22(d)(1)  or  (3). 

Q16.  Does  §  706.24  require  that  com¬ 
panies  submit  detailed  reports  on  their 
methods  of  meeting  the  pay  standard 
by  February  15, 1979? 

A.  No.  Companies  are  asked  only  to 
outline  how  they  plan  to  identify  their 
reporting  units,  and  to  identify  briefly 
what  method(s)  of  pay  calculation 
that  they  plan  to  use. 

C.  Exceptions 

Ql.  Should  a  company  seek  a  deter¬ 
mination  under  §  706.3 l(a)(  10)  if  it  had 
or  is  part  of  a  consolidated  company 
which  had  net  sales  or  revenues  in 
excess  of  $500  million  in  its  last  fiscal 
year  and  intends  to  apply  an  exception 
to  the  pay  standard? 

A.  Yes.  §  706.31  applies  to  exceptions 
to  the  pay  standard  as  well  as  the 
price  standard. 

Q2.  Does  §  706.31(a)(2)  apply  to  any 
employee  unit,  regardless  of  size? 

A.  No.  A  company  need  not  seek  a 
determination  from  the  Council  under 
§  706.31(a)(2)  if  an  exception  to  the 
pay  standard  would  affect  an  employ¬ 
ee  unit  of  less  than  100  employees. 

D.  Special  Investigations 

[Reserved] 

E.  Determination  of  Noncompliance 

Ql.  Is  it  a  defense  to  a  Notice  of 
Probable  Noncompliance,  that  a  com¬ 
pany  was  exempted  from  both  the 
price  deceleration  and  profit  margin 
standard  because  its  adjusted  revenues 
are  less  than  25  percent  of  total  com¬ 
pany  revenue? 

A.  Yes.  While  this  defense  is  not 
listed  in  §  706.52,  it  can  be  raised. 

F.  Removal  from  List  of 
Noncomplying  Companies 

[Reserved] 

G.  Request  for  Reconsideration 

[Reserved] 

(FR  Doc.  79-2538  Filed  1-24-79;  8:45  am) 
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